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The Cost of Defence 


T= statement on the Government’s defence plans made to the 
House of Commons by the Minister of Defence on Wednesday 
had none of the drama and contained none of the arrestingly large 
round figures of Mr Truman’s message to Congress of the week before. 
It was enough, however, to make it clear that there is to be a sharp 
increase in the burdens that defence lays upon the British people. 
The sum of {100 million that was mentioned by Mr Shinwell was 
described as “no more than a small part of the cost which would 
be involved fully to equip our forces to fight ” and it is clear that this 
is only a beginning. 

The contrast between $10 billion in America and £100 million in 
Britain is bound to attract comment. There is, of course, no reason 
why the speed and grandeur of the American reaction to the 
Communist aggression in Korea should not be used as a spur to 
keep British defence preparations up to the mark ; on the contrary, 
it will do nothing but good. Nevertheless, a simple comparison of 
global sums of money, one of them more than thirty times the size 
of the other, may give a wholly misleading impression of the real 
facts. To form a fair judgment, it is necessary to know not merely 
the size of the increase, but where the starting point is, and to be able 
to reiate both figures to the relative means of the countries being 
compared. The recent annual report of the Bank for International 
Settlements contains a useful table of defence expenditures in 1949 
or 1949-5o—that is, before the Korean incident—expressed as 
percentages of national income, from which the following figures are 
taken. 


% % 
United Kingdom...... 7:4 SUI © sic snsinccesis 3+6 
Netherlands............ 6-1 CE ccicnens<saces 3-0 
United States ......... 5-9 Switzerland............ 2-7 
ET oc enabcpipenes 5-8 TIE oc cnccxsissneee 2°5 
SOD i dacoxsstnns inne 5-0 RET cc cesccrecsecss 2°5 
DOE ssvakadushcencgieces 3°8 CI Soke ctacesecs 1-9 


The addition of $10 billion a year to the defence expenditure of the 
United States will bring the percentage to almost exactly 10 per cent. 
The British figure is certainly going to rise to over 9 per cent, aad 
these statistical comparisons are not accurate enough to be pressed” 
to within a closer margin than 1 per cent. For all practical purposes 
it is true to say that the British defence effort, which ever since the 
end of the war has been the highest, relative to the national resources, 
of any of the free nattons, will stand comparison, as measured by 
expenditure, even with the newly proposed scale of American 
preparations. Where the principle of equal sacrifice requires much 
greater efforts is among those members of the Atlantic community 
other than the United States and the United Kingdom. That every- 
body deeply deplores the tragic need for heavier spending on 
armaments ought to go entirely without saying. But if any of the free 
nations are tempted to argue that they cannot afford to spend more, they 





202 


' might be reminded that the Soviet Union, a much poorer 
country per head, manages, according to Mr Shinwell, to 
spend at least 13 per cent of its national income on 
armaments. If there is anything that the free nations 
cannot afford it is that their response should fall 
dangerously short of the challenge. 


* 


It would be wrong to say that Britain is now about 
to return to a war economy, since it has never properly 
emerged from the economy of the last war. Moreover, 
the extent of what is contemplated—at least for the 
present—should not be exaggerated. An additional slice 
of the national income amounting to something between 
1 and 3 per cent of the total is to be devoted to the 
purposes of national defence ; by 1943, as compared with 
1938, resources equal (in real terms) to some 56 per cent 
of the prewar gross national product were transferred 
from peacetime pursuits to defence. The shift that is now 
in prospect is thus a relatively small one. But it 
undoubtedly marks a reversal of the trend ; the economy 
which has with such painful slowness been working its 
way out of the wood will now have to turn round and 
retrace some, if only a few, of its steps. 


It might have been supposed that, with such a gigantic 
object-lesson in the realities of war economics so recently 
to hand, the public mind would be clear on what is 
involved. But it is apparently not so, and the present 
moment, when the need for increased defence expendi: 
ture is for the first time officially confirmed, is not too 
soon to begin re-stating some of the basic principles 
that were grasped only with such pain ten years ago. 


The first and most obvious essential is to insist that if 
more of the national resources are to be used for defence, 
fewer will have to be used for something else. The only 
circumstances in which this would not be true would be 
if the total available resources were about to be increased. 
It is true, as the Prime Minister said on Wednesday, that 
“the most satisfactory and the least painful method of 
tackling the new problems presented to us is by a more 
rapid increase of productivity.” But the following sen- 
tences showed how little hopes he had of this happening. 
There is no very apparent reason why the Korean affair 
should have any favourable effect upon productivity, 
unless and until there is a willingness to relax the normal 
labour practices insisted upon by the trade unions ; 
indeed, if there is a general return to the allocation of 
raw materials, some part of the progress made in the 
last few years may be lost. It thus approaches very 
closely to absolute truth to say that if more is to be spent 
on defence, less will have to be spent on other things. 
This should, in fact, be obvious. But there is a noticeable 
tendency to qualify the principle. People tend to say 
“if inflation is to be avoided, other things must be cut 
down.” But inflation is not an alternative to the neces- 
sity for cutting down ; it is one method, and a particu- 
larly blind, haphazard, inequitable and damaging method, 
of accomplishing the cutting down. With or without 
inflation, if the British people are to devote more of 
their resources to defence, they will have to devote less 
to their private consumption or to Government activities 
of a non-defence character or to capital outlays From 
that choice there is no possibility of escape whatsoever. 

The next question is obviously to ask what, then, 
should be cut down. Economic reasoning supplies no 
absolute answer to this question. But common sense 
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gives a very Clear indication. Out of every pound of the 
British people’s private income in 1938, something like 
14S. 9d. was spent as its owners wished ; only the remain- 
ing 5s. 3d. was spent for the people by the central and 
local governments. Today the figures are about 115, 4d 
and 8s. 8d., and much of the 11s. 4d., though it comes 
out of private pockets, can hardly be said, in this land 0 
licences and permits, to be “ freely ” spent. 


If the British people were asked whether they would 
prefer that the additional 3d. to 6d. in the pound that 
rearmament involves should come out of their reduced 
free spending money, or be met by a reduction of some of 
the other ways in which the state already spends their 
money for them, can there be any possible doubt of the 
answer ? To cut the other expenditures of the Govern- 
ment is, admittedly, a painful matter for politicians to 
contemplate. But if they do not do so, then the increased 
cost of defence will have to be found by squeezing indivi- 
dual family budgets, which is certainly no less painful. It 
is all very well to use high-sounding phrases such as 
“ guarding the work of social and economic reconstruc- 
tion that has been undertaken ” ; but what that means in 
fact is that the state should spend even more of the 
public’s money for it. It is virtually certain that this 
is not what the citizens‘of this country, those who vote 
Labour as well as those who vote Conservative and 
Liberal, wish their representatives to do in their name. 
The increased defence expenditure must be met by 
economies in other forms of state spending. 


* 


The phrase just quoted was taken from the speech 
made at Enfield by Mr John Strachey last Sunday. (That 
is to say, the phrase was taken from the report of the 
speech, and from the absence of complaint it is perhaps 
legitimate to conclude that on this occasion the press 
had the good fortune to report him correctly.) Mr 
Strachey, of course, has his own way out of the dilemma 
of private versus public spending. He is reported to 
have said that any additional defence expenditure which 
became necessary would have to be undertaken 

very differently from the way it has been undertaken in the 

past. ... It has often been the case that when heavier 

defence expenditure has been necessary, almost the entire 
burden has fallen on the people of this country. That 
is not necessary. It is perfectly possible that that burden 
should be spread justly among all the classes of this country 
and that the well-to-do classes should pay their full pro- 
portion and share in any burden that has to be undertaken. 


These sentences, it will be noticed, are very craftily 
worded. Mr Strachey might claim that by “ the past ” 
be meant the War of Jenkins’s Ear, and that when he 
said “ almost the entire burden ” fell on “the people of 
this country ” he merely meant to assert that it did not 
fall on the people of Patagonia. But what any reasonable 
man would understand him to be suggesting—and the 
suggestion that he unquestionably meant to convey—Wwas 
that in the war of 1939-45, too much of the burden was 
put upon “the people ”—that is, the organised wage 
earners—and too little on the well-to-do. 

This suggestion is flatly contradictory to the well 
known facts. Indeed, so flat is the contradiction and so 
easily verifiable are the facts, that Mr Strachey must 
either be too stupid or else too utterly careless of the truth 


to be deserving of public office. All the relevant facts 
about what ha 7 


ppened in the last war and the situation 
it has left behind it can be seen very clearly in the annual 
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White Papers on the national income, from which the 
following figures are derived :--- 
1938 1944 1949 
Wages, after deduction of direct 
eames (C mile). wins ccs cccscsev secs 1,682 2,589 3,916 
Do. at 1938 prices (£ million)... 1,682 1,714 2,152 
Do. expressed as 1938=100... 100 102 128 


All other private incomes after de- 
duction of direct taxes (£ million) 2,906 4,298 5,198 
Do. at 1938 prices (£ million) 2,906 2,846 2,856 
Do. expressed as 1938=100... 100 98 98} 


There is not the slightest evidence here of “ almost the 
entire burden” falling on wages. Indeed, the figures 
could be much more easily used to prove that virtually 
none of the economic burden fell on wages and that the 
whole lot was borne by others than those for whom Mr 
Strachey speaks. This may have been the right thing 
to do ; it was certainly accepted at the time without much 
protest even from those who were its victims. But it 
is monstrous that the record should be falsified for the 
purpose of engendering bitterness between the classes 
and encouraging the wage-earners to believe that they 
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can be patriotic at somebody else’s expense. In fact, 
Mr Strachey’s forecast of the future is likely to be very 
nearly as mendacious as his account of the past. The 
cost of any additional defence expenditure—and all the 
more of any future war—is bound to fall very largely on 
what he calls “ the people,” if only because the combined 
effect of what was done in the two previous wars has been 
to leave them with such a large slice of the taxable income 
of the country. 

The “ well-to-do ” will certainly be called upon, by 
whatever party has the responsibility, to bear at least 
their fair share of any new burdens. If Mr Strachey and 
his friends succeed in putting even more of the burden 
on them than last time, and even less upon “ the people,” 
the inevitable effect will be to reduce all incomes to the 
proletarian level. If this is the Socialist intention, Mr 
Strachey has, perhaps, done a service by giving the game 
away so clearly. If so, the majority of the nation which 
has never voted Labour will know what value to attach 
to the appeals for national service and national unity that 
the Secretary of State for War will doubtless soon be 
issuing. 


Fuss about Formosa 


PROM time to time public discussion of British 
foreign policy is thrown into confusion and uncer- 
tainty by the intervention of the clever Dicks. When the 
international situation is dangerous they can be counted 
on to increase the danger by asking whether risks are 
really necessary ; when it is intricate they will over- 
simplify the issues with a pretentious logic of the either- 
or variety ; when it is unpredictable they will state as 
certainties what are at best future possibilities. It is the 
application to foreign policy of the technique of the 
columnist, which solves the problems of the Foreign 
Secretary and the Chiefs of Staff in the course of a para- 
graph. If there can be a passing suggestion that the 
Americans are arrogant or dangerous allies, or that the 
British are no longer masters of their own actions, so 
much bigger is the splash made, so much livelier the con- 
troversy provoked, abroad as well as at home. 


The question of Formosa has provided this week a 
choice example of this technique. It has been argued in 
the letter columns of The Times that Britain is in no way 
associated with President Truman’s warning that the 
American fleet will oppose the invasion of Formosa by 
the Chinese Communists ; that the Chinese Communists 
will regard the intervention as aggression by the Ameri- 
cans ; that this would bring the Russians in on the 
Chinese side ; and that a major war would then ensue. 
Two questions are then asked: Have the British Govern- 
ment “ told the United States unequivocally ” that they 
would stay out of this major war ? If not, and if they 
intend to help the Americans, will they please inform 
the British people of their intention ? 


In this argument there is not only confusion of issues 
but also omission of facts that are essential to any fair 
estimate of probabilities. The first is that the published 
text of the treaty of military alliance, signed between the 
Russians and the Peking Govenment in February, makes 
it —— it comes into action i — 
“one of the agreeing parties being subj to a 
by Japan or any state allied to Japan.” This treaty, like 


those signed with the east European satellites, is designed 
to leave the Soviet Government free to avoid all overt 
military action in support of an ally that gets embroiled 
with the west in the cold war. There is no real threat to 
Soviet interests in the American defence of Formosa ; if 
the Russians can stand aside while the Americans land 
armoured forces in Korea, they can do just the same 
while American warships and aircraft try to stop the inva- 
sion of Formosa. It is Mao Tse-tung, not Stalin, who is 
committed to the success of this operation. 

The second fact of importance is that the Chinese 
Communist attack on Formosa would be, both in fact, 
and in legal theory an attempt to decide by force what 
should be decided by international agreement. It is true 
that the restoration of Japanese-occupied Formosa to 
China was promised to Chiang Kai-shek in Cairo in 1943, 
but only as part of the peace settlement with Japan. As 
the Peking Government has declared null and void all 
arrangements made with foreign powers by the “ traitor ” 
Chiang, it can hardly invoke in one case principles 
it spurns in others. The American Seventh Fleet has, 
in short, been carrying out a thoroughly respectable police 
operation off Formosa ; admittedly, it is intervention in 
the Chinese civil war, but its purpose is to localise the 
battle now raging in Korea. Before the British public 
is asked to decide for or against the American action on 
a basis of incomplete facts it should be reminded of 
exactly what President Truman said on June 27th. 

It (Communism) has defied the orders of the Security 
Council of the United Nations to preserve international peace 
and security. In these circumstances the occupation of 
Formosa by Communist forces would be a direct threat to 
the security of the Pacific area and to United States forces 
performing their lawful and necessary functions in that area. 

Accordingly I have ordered the Seventh Fleet to prevent 
any attack on Formosa. As a corollary of this action I am 
calling on the Chinese Government of Formosa to cease all 
air and sea operations against the mainland. The Seventh 
Fleet will see that this is done. The determination of the 
future status of Formosa must await the restoration of 
security in the Pacific, a peace settlement with Japan or 
consideration by the United Nations. 


pea ati 
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The purpose of the American intervenuon could not 
be stated more clearly and simply. It is true that the 
British Government, having recognised the Chinese Com- 
munists, is left in an embarrassing position. But its action 
in according recognition was a mistake when it was taken ; 
and has become more mistaken since. It would be foolish 
in the extreme to cover up one blunder by making a 
bigger one. 


It is at this point that the confusion of issues in the 
controversy that has started becomes clear. The question 
of supporting American action to protect Formosa against 
Chinese Communist invasion is one thing—and no ques- 
tion of active support appears to have arisen. The ques- 
tion of whether the Americans should be left to face the 
consequences of their action alone is another. If it is 
argued that they are running the risk of world war by 
persisting in their Formosa policy, the answer is that there 
is no need for world war unless the Russians want it. 
They are no more obliged to assist in the conquest of 
Formosa than the Americans are bound to hand it over. 
If, on the other hand, the Russians decided to come 
openly to the assistance of the Chinese Communists, 
it would be because they were ready to see the conflict 
that they allowed to begin in Korea spread everywhere. 
In that case there should be no doubt whatsoever of the 
British attitude, or, indeed, of that of all the members of 
the United Nations. 


To ask at this moment that the British Government 
should define exactly where they agree and where they 
disagree with the Americans over a situation that may 
not arise, and the exact nature of which must be unpre- 
dictable, is to behave irresponsibly. The Russians are 
confronted in Korea with a situation probably quite 
different from the one they expected to exist a month 
after the Northern Communists attacked. It is probable 
that neither they nor the Chinese Communists have made 
up their minds about the next step ; indeed, their propa- 
ganda is virtually silent on the subject of Formosa. If 
anything could encourage them to make up their minds 
to take all the risks and extend the area of war in Asia 
it would be a public display of divided views and 
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irresolute will in this country and the United States 
The voice of appeasement that is being heard is coming 
from a quarter where it is an article of faith that nothin 

the capitalist Americans do can be wholly right ; the fact 
that they unhesitatingly shouldered so large a share of the 
burden of opposing armed aggression, while other mem- 
bers of the United Nations counted their money and their 
men, is resented instead of being applauded and sup- 
ported. Some excuse must be found for quibbling and 
fault-finding. So Formosa becomes important. It is not a 


ELLow 
SEA 


problem of world politics so much as of psychology in 
Bloomsbury. 

The British people cannot enjoy at one and the same 
time the benefits of collective security afforded by Ameri- 
can power and the luxury of picking and choosing be- 
tween the iscues that arise in the cold war. If peace is 


indivisible, so must be the policy of resistance to aggres- 
sion. 


Local Government Efficiency 
(By a Correspondent) 


HE Local Government Manpower Committee 

announced in the final paragraph of their first 
report that they intended to “consider the methods of 
procedure and organisation for handling the various 
services at the Local Authority end ” and for this purpose 
a Sub-Committee of the Local Authority Associations 
has been set up “to investigate, within the framework 
of the existing law, the procedure for the delegation of 
powers from County Councils to District Councils and 
other bodies.” 

It is not clear from this statement whether the whole 
procedure whereby local authorities conduct their affairs 
will be reviewed, or merely that part of their procedure 
which deals with the delegation from larger to smaller 
units of administration ; if the latter is the sole subject 
of investigation, it is unlikely that the sub-committee’s 
researches will yield very profitable results. Fortunately, 
there is some evidence that more will be attempted. 


Civil servants, having listened to the laments of the local 
authorities and accepted with tolerable grace their sug- 
gestions for improving the central government, have 
now informed the local representatives where they think 
their own administration could do with a “ shot in the 
arm.” In a document, so confidential that many hun- 
dreds of copies have already been reproduced, they have 
drawn the attention of the city and county fathers to 
the beams which affect their vision. These include 


_ Charges of insufficient delegation by councils to com- 


mittees, or by committees to officials ; of councils and 
committees dealing with too much detail ; of excessive 
departmentalisation, overlapping and duplication of work: 
and that local government procedure suffers, among 
other things, from an insufficient distinction between the 
Statement of policy, and its ication to individ 

cases. They state also that efficient and economical 
executive action requires that someone be available 
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give a decision on a point on which someone is urgently 
waiting for a decision, whereas the machinery of local 
government is almost deliberately designed to function 
in direct opposition to this thesis. 


These last suggestions are of considerably more impor- 
tance than the first. The roots of the matter lie much 
deeper than the question of delegation, which is less 
concerned with administrative economy than with the 
constant struggle for power—the same struggle which 
frequently drives local councillors and their officials 
to deplore the encroachment of Whitehall and makes 
the civil servant at the centre justify his centrali- 
sation by such euphemisms as “ master plans,” “ finan- 
cial control” and “national patterns.” The tension 
which exists, sometimes called a “partnership in the 
common effort,” between central and local authorities is, 
however, potentially benevolent 1n that it restrains either 
side from inflicting unbridled tyranny, whether petty or 
majestic, on the suffering taxpayer whose delight it is 
to pay the salaries of both participants in this contest 
of gods and men. 


* 


The study of delegation may, or may not, result in 
administrative economy. A more fruitful field for 
examination is the procedural methods by which local 
government services are administered. These methods 
have frequently been decided either on the assumption 
that democracy means the detailed control of everything 
that happens in its name, or on the basis that no one 
person, be he elected or official, shall have open authority 
to make responsible decisions de jure however much he 
may enjoy this privilege de facto. Consider the average 
procedure of a county council or county borough at the 
present time. It may well be spending about 
{8,000,000 a year and employ six or seven thousand 
persons. It may be responsible for the education of 
75,000 children, the maintenance of several hundred 
miles of roads, the administration of justice, many public 
health functions, town planning and possibly housing, 
It may be undertaking capital projects of an annual value 
of several million pounds. The day-to-day running of 
this considerable concern is in the hands of an archaic 
combination of paid servants and groups of amateur 
enthusiasts elected by the local inhabitants. It is not 
always realised that the multitudinous decisions to be 
made, from the repair of a burst pipe to the expenditure 
of {£250,000 on a new school, are controlled by 
almost the same procedure. A committee of one sort 
or another has the facts placed before them, frequently 
in print, and the tempo of their decision is determined 


by the pressure of the agenda and the need to be home 
for lunch. 


The members of a public authority may between them 
spend literally thousands of hours a year sitting round 
tables and lifting their hands in approval or negation, 
while a senior official may well attend over 100 meetings 
a year in order to explain, cajole, flatter or threaten his 
employers to do what, in a comparable industry, would 
be done on the sole decision of a personnel manager, or 
even a works foreman. This identification of democratic 
responsibility with the exact control of expenditure 
impedes the machinery of government and makes it 
wasteful and expensive. Decisions pile up against a dam 
and are not made until the flood waters are released and, 
even then, nothing happens at once because too many 
decisions have been made on one occasion and it will 
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take time to carry them out. The only efficient method 
of committee control would be for the members to 
sit in relays from 9.0 a.m. to 6.0 p.m. for five days a 
week receiving a continuous series of reports on every- 
thing from the lay-out of a village green to the purchase 
of a stair carpet for a Children’s Home. As fast as they 
made their decisions, they could then be put into effect. 


Unfortunately, this partiality for financial control has 
resulted in an exact reversal of the theoretical relationship 
which should exist between the elected members and 
their paid staff. Theoretically, the committee decide on 
the policy and the officers carry it out ; in practice, the 
major decisions of policy are initiated by the officers and 
the members dabble in the administration in so far as 
they can understand it. This understanding is frequently 
limited to matters which cost, in money, the sort of sum 
that the member has handled either in his own private 
life or in the businesses with which he has been asso- 
ciated. Scores of examples could be quoted by any local 
government officer of occasions when committees have 
spent a great deal of time debating items costing between 
£50 and £100 but have passed without comment projects 
involving five or six figures. 

It is, of course, unfair to compare government with 
large scale business or industry, because government, 
however inept, is trying to make democracy function as 
well as run an efficient service. Any business, however, 
which grew from a concern spending £100,000 to {10 
million a year, would alter its organisation and method, 
but there has been virtually no comparable alteration in 
the practices of local authorities, although their expendi- 
ture has grown in a similar proportion. 

In the recent debate in the House of Commons on the 
attempts by Luton and Ilford to secure county borough 
status, it was alleged that local government was becoming 
increasingly inept, because the whole structure needed 
reform. But local government difficulties are not 
primarily those of function or area; they are those of 
the machinery by which they discharge their duties. 
The recent introduction of the equalisation grant has 
done much to enable the poorer authorities to provide the 
financial resources necessary to discharge their duties, 
but it will need more than an alteration in fiscal policy, 
or the work of a Boundary Commission, to make them 
alter their outmoded administrative methods—methods 
which are as common in a large prosperous all-purpose 
authority as they are in the smallest of rural district 
councils. It would be much better to try to make the 
existing system work efficiently rather than to tear the 
whole structure to bits and to recreate a new pattern of 
local government performing its functions in the same 
elephantine way. 

* 


The main object of local government is to enable 
the local people to feel a sense of responsibility for 
the administration of their local services, to administer 
those services efficiently in the light of local know- 
ledge and to enable the local citizen to feel that 
he can get at those who are making the decisions 
that affect him personally. None of these objectives 
is attained by the identification of local responsibility 
with the detailed control of administrative expenditure 
by elected representatives, especially when this is at the 
expense of adequate consideration being given to the 
policy that produces the administrative action. 


Although the cries of dissent and indignation already 











206 


echo in the writer’s ears, it is suggested that local govern- 
ment might well adapt its procedure more closely to that 
of the central government. On the assumption that the 
full council meets monthly, bi-monthly, or even 
quarterly, one full session should be devoted to each of 
the major services administered, much in the same way 
that Parliament deals with these services at the time of 
the annual estimates. On such an occasion, the whole 
policy of the authority should be debated and on this, 
as at the other meetings, time should be given for any 
questions to be asked on any matter or decision on which 
executive action has been taken. It should be redundant 
to add that proper notice of these questions will produce 
a more coherent answer. Broadly the same procedure 
should be followed by the main committees, which should 
devote their regular meetings to the discussion of par- 
ticularly important aspects of their work with, again, 
adequate opportunity to ventilate complaints and 
grievances. Subject to the general decisions of policy 
laid down by the full council or its committees, the job 
of day-to-day administration should be left to the tech- 
nical experts and administrators appointed for the task, 
subject to the approval, in certain circumstances, of the 
chairman or a small executive committee of the main 
body. 

These chairmen, whose technical function is only to 
preside, but who might usefully, in theit own way, play 
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something of the part that a Minister does in Parliament, 
should be openly recognised as responsible for major 
administrative decisions within an accepted policy. Th 
would answer for their respective departments at fui] 
meetings of the council and, by meeting together, would 
constitute something in the nature of a cabinet. This 
would have the additional advantage of ensuring that at 
least a small group of the more responsible elected 
members knew what was being planned on a wider front 
than their own particular concern, and would prevent 
blind competition among the various services for the 
inevitably restricted amount of money or materials avail- 
able. To alter the analogy, they would become, so to 
speak, the directors of the firm. The officers would 
represent the top technicians employed by the under- 
taking, and responsible, in the first place, to the directors, 
The full council would represent a rather more active 
body of shareholders than is usually found at company 
meetings. 


This is only the roughest outline of an attempted solu- 
tion, but some solution will have to be found whereby 
the adequate democratic control of policy can be recon- 
ciled with the need for efficient administration. What is 
needed is not so much to alter the design of the bodywork 
of the administrative vehicle as to increase the power 
output of its engine. At present it fires on woefully few 
of its cylinders. 


Apartheid in Practice 


HE Group Areas Bill, which was passed by both 

Houses of the South African Parliament at the end of 
last month, is the most important development in South 
African politics since the South Africa Act of 1909. It 
is a long and extremely complicated piece of legislation 
which will provide a headache—and a source of income 
for lawyers—for many years. It is Dr Malan’s attempt 
to solve the racial problems which have defeated all his 
predecessors ; it is the embodiment of his controversial 
policy of apartheid; it is the bogey whose growth 
most Africans and some Europeans in the rest of Africa 
have watched with fear and suspicion. 

Shorn of its details, the Bill divides the population of 
the country into four main racial groups: Europeans, 
Natives or Bantu, Asiatics and Coloureds. Each group 
is to be allotted areas from which the others—with a 
number of important exceptions—will be excluded. The 
non-European groups will in time be given a measure 
of autonomy, but there is no question 7 io participa- 
tion in the central parliament or in the central govern- 
ment. 


It is not the purpose of this article to repeat the 
arguments against the principle of the Bill but to 
examine what its effect is likely to be in practice. The 
Nationalist Government claims for it, apart from any- 
thing else, that it is the only practical solution which 
any South African government has so far put forward 
for South Africa’s racial problems. It is indeed true that 
no other South African government has succeeded in 
this sphere of domestic politics, but a closer examination 
of the Bill makes it difficult to substantiate the claim of 
practicability. 

Past schemes for the segregation of the different races 
in South Africa have been stillborn chiefly because of 


economic reasons. All four of the main racial groups 
are interdependent for their livelihood ; the economic 
forces which bring non-Europeans into European areas 
or which encourage Europeans to seek markets among 
the non-Europeans are well-nigh irresistible. The Bantu 
and the Coloureds in particular depend almost 
entirely on the Europeans for employment and for 
the tiny proportion of the national wealth they enjoy 
-—the native reserves are a standing monument to the 
failure of their inhabitants to be even self-supporting, 
much less to develop an expanding economy. For their 
part, the Europeans have obtained a source of cheap 
labour upon which their economic strength depends. 
The gold mines, for example, mining low grade ore, 
would be far less profitable and possibly even uneconomic 
were it not for the comparative cheapness of native 
labour. Total segregation, therefore, would mean an 
intolerable burden on the European population, misery 
and a much greater degree of poverty for the non- 


Europeans, and the probable collapse of the economy of 
the country. 


The claim of the Nationalist Government for the 
practicability of its solution rests chiefly on the clear 
recognition in the Group Areas Bill that total segregation 
is impossible. There is no question of Europeans being 
deprived of non-European labour. Provided they are 
employees of. Europeans, non-Europeans may occupy 
(but not own) premises in a European area. Similarly, 
Europeans may trade (and own property) in non 
European areas on the grounds that non-Europeans will 
probably lack the necessary capital for trading and for 
buying property. There is no doubt that these pro 
visions coincide with the economic realities of race 
relations in South Africa—with the exception of the 
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Indians whose capitalists and traders are apparently to 
be driven in upon themselves and so, very likely, out of 
business. The exempting provisions are probably 
essential if the Bill is to work at all, but they would seem 
to invalidate the fundamental conception of apartheid. 


What is likely to happen in practice ? In Natal, the 
Indians are already effectively confined and cannot own 
or occupy further property in European areas, but they 
may well be driven out of some of their present proper- 
ties. Their numbers are also steadily increasing. They 
will have nowhere else to go unless the Government 
makes special provision for them, which can only be 
done at the expense of one or other of the remaining 
racial groups. On the Rand, the gold laws have kept the 
Indians in fairly compact groups, but Africans and 
Coloureds occupy congested areas around which new 
European districts have grown up. The thousands of 
non-Europeans in these areas will presumably be moved 
elsewhere. In the Cape, there are mixed areas where 
Europeans, Natives, Coloureds and Indians live closely 
together. Again, if such areas are unmixed, where will 
those who have been ejected go and how will they live 
when they get there ? 


® 


Dr Donges, the Minister of the Interior, who was 
responsible for seeing the Bill through Parliament, has 
suggested that about 20 per cent of existing properties 
will be affected by ejections and forced sales. If, as 
promised, the process is extended over a long period, a 
state of uncertainty will reign. The Bill provides, on 
paper, for the removal of groups from one area to another 
and for the legal procedures for the forced sale of 
properties, but there is no indication in it of how the 
enormous administrative and other problems involved 


in such removals are to be met. 


The speech by Mr Emanuel Shinwell, the Minister 


Manny, Get Your Gun 

of Defence, at the opening of Wednesday’s debate repre- 
sents a great advance, both in clarity and candour, on pre- 
vious government statements on defence. He gave the figures 
of Russian military strength, which should convince even 
the most optimistic ostrich that adequate defence forces are 
now the highest priority for the western nations. He 
announced that the United Kingdom will make ready a self- 
contained military formation, presumably a brigade or 
divisional group, for the Korean theatre, and that measures 
to improve the production and modernisation of weapons 
would be accelerated at the cost of an additional £100 million 
to the annual defence budget. The decision to lend a hand 
in Korea has given great satisfaction in the United States, 
although the British force will achieve little practical im- 
provement in redressing the grave shortage of American 
infantry in Korea if the time needed for assembly and dis- 
patch is to be as long as Mr Shinwell’s statements implied. 
The decision to speed up production of new material and 
the reconditioning of stocks is also very much to be wel- 
comed, The emphasis is to be on increasing the reserve of 
fighter aircraft—an obvious necessity in view of the 
extremely limited number of new first line aircraft. But it 
will be possible to breathe more easily only when the 
accelerated production programme has resulted in a greatly 
increased number of fighters, fighter bombers and centurion 
tanks actually in the hands of operational units. 


On the wider issues of defence both Mr Shinwell and the 
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The most serious defect of all in the Hill is the refusal 
of the Government to accept responsibility for finding 
alternative accommodation for those who have been 
ejected from a proclaimed area. Dr Donges said that the 
existence or absence of alternative accommodation for 
ejected persons would be a material factor which would 
be considered before an area was proclaimed for any 
particular group, but this is a far from adequate guarantee 
that those who are ejected will be properly cared for. 
Moreover, no financial compensation will be paid to 
anyone who suffers loss as a result of the Bill. Thus, 
if, for example, it is decided to remove a hundred thou- 
sand non-.Europeans from the Johannesburg townships 
—a decision which may already have been made—either 
new homes will have to be provided for the non- 
Europeans, at a cost which the Johannesburg Council 
cannot easily afford, or more “shanty towns” will be 
erected on the open veld, which means more crime and 
disease. Even the Nationalists might baulk at such a 
prospect. 

It would, however, be contrary to the character of the 
Nationalists to abandon a policy to which they are so 
firmly committed. Their desire for apartheid, like their 
wish to become a republic, is inspired by a genuine belief 
that it is the best thing for the country in the long run. 
Furthermore, there are a large number of South 
Africans who do not support the Nationalist party but 
who nevertheless believe that apartheid is the only satis- 
factory solution of the racial problem—and not only that 
of white against black but also of white against white. It 
may be that, with such support behind him, Dr Malan 
will decide to ride roughshod over the economic obstacles 
in his path and damn the cost so long as some degree 
of segregation is obtained. But he cannot properly claim 
that the Group Areas Bill is any more workable than 
previous schemes for segregation. 


THE WEEK 


Prime Minister showed that the spirit of Micawberism still 
lingers. Mr Shinwell admitted that 


the forces at present available, or in sight, fall a long way short 
of requirements estimated even on the most conservative basis. 


Recruiting for the army and air force is causing grave 
concern, the stocks of reserve equipment are unbalanced, the 
new measures for production and re-equipment are no more 
than a fraction of what is required. But the present Ministers 
have been in office for five years and one does not have to 
approve of Mr Churchill’s sour attitude in the debate to 
demand that they give more adequate reasons for having 
produced defence forces that are not only inadequate—a 
common failing in democratic nations—but also of the 
wrong size and shape. The truth is, of course, that the 
Government, while by no means neglecting the problem of 
defence, have since the war chosen the easy course of basing 
their policy upon the hope that there would be a long 
breathing space before military forces need be actively 
deployed again. Now that that assumption has been 
exploded, an apprehensive Cabinet is attempting to warn 
the nation without losing too much face. History would 
suggest that nothing less than complete candour will make 
the nation come to the rescue of the Government. 


* * * 


Working the Atlantic Pact 


“ Tangible results” by September are what is asked of 
the Atlantic Council Deputies who have been meeting in 
London this week. Those two words clearly mean now some- 
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thing very different from what they meant in May, when it 
was agreed to appoint deputies who would ensure that all the 
plans and commitments of the Atlantic Pact governments 
were co-ordinated and their work made effective. If it was 
fairly clear then that the interlocking military and supply 
organisations of the Atlantic Pact and Brussels Pact were 
cumbrous and inefficient it should be crystal clear now. And 
if there was urgency then about seeing that plans became 
reality, the urgency is now redoubled. 


It is said that the deputies will have been chiefly concerned 
with problems of organisation. If that is so, it is to be hoped 
that they will have considered three points that cause much 
concern among their military advisers. The mrst is that the 
occupation forces in Germany—which, in fact, defend 
western Europe—have no clear connection with Lord Mont- 
gomery’s command and planning headquarters at Fontaine- 
bleau. The second is that the head and soul of Atlantic 
defence is in the standing group of American, British and 
French officers in Washington, while supply and finance are 
dealt with in London. The third is that the planning of 
defence in western Europe, which is clearly one theatre, is 
split up among three regional planning groups in which too 
many governments and interests have their say. Such an 
organisation could not possibly function efficiently for three 
days of hostilities ; and the test of efficiency is the only one 
that should be applied in the present situation. It is to be 
hoped, too, that the American chairman, Mr Spofford, and 
his colleagues will be given real power by their governments 
to get things done quickly, 


* x * 


Civil Defence and the Bomb 


Since 1946 the Civil Defence Department of the Home 
Office—much reduced in funds and stafi—has been conduct- 
ing in Japan and Germany studies of the effects of heavy 
air attack, whether by atomic or “conventional” bombs. 
Whsle very much the same people who said in 1938 that 
there was no defence for the civilian against German bomb- 
ing have been saying that nothing can be done against atom 
bombs, scientists and officials have been collecting evidence 
that shows that this is not true. A body of administrative and 
technical evidence has been built up, out of which has 
emerged a civil defence doctrine comprehensive enough to 
justify the formation of a civil defence staff college. Some 
of what has been taught and discussed there has now been 
simply and clearly summarised under the title “Atomic War- 
fare. Volume II of the Manual of Basic Training in Civil 
Defence.” 


A third of the 40 pages of text consists of frightening but 
highly instructive photographs of what the bomb did to 
buildings in Nagasaki and Hiroshima, and there is an 
appendix which might be entitled “ atomic physics without 
tears.” The purpose of this, as indeed of the whole pamphlet, 
is to enable the civil defence volunteer to understand and 
speak with authority and confidence about a subject on which 
popular comment is either defeatist or melodramatic. Its 
lesson is quite clear: atomic bombing will cause serious 
casualties and damage, but both can be substantially reduced 
by organised preparation, shelter and training. The main 
problems presented by the atomic bomb are not new—blast, 
fire, rescue work, evacuation ; against the new factors of heat 
fiash, and the effects of delayed or immediate radioactivity, 
research has produced detection apparatus, equipment and 


principles of medical treatment which are described in 
detail. 


This pamphlet says little that is convincing about the 
effects of bombs—more powerful, presumably, than those 
dropped in Japan—on the working life of an industrial centre 
or of the immense problems of clearance and restoration that 
would follow ; that is presumably subject for another pub- 
lication. But it does provide the kind of facts and argument 
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which should convince the ordinary citizen that civil defence 
training is worth having. It is encouraging to note that jhe 
rate of recruitment to the Civil Defence Corps has now risen 


to 2,300 a month, as against a rate of 1,500 at the beginning 
of the year. 


x * * 


Narrow Margin in Korea 


The news from Korea continues to be disturbing. 
The Americans are being steadily pressed back by numen- 
cally superior infantry in country where heavy equipment and 
aircraft seem to be able to do little to redress the balance of 
numbers. As British forces learnt in Malaya, modern westerp 
armies with all the paraphernalia of complicated supply 
organisations and using tactics learnt on Salisbury Plain or a 
West Point are no match against steady infiltration jn 
unfriendly country. The situation may improve once 
the Americans can fight in open country again, but they 
clearly need large reinforcements of infantry if they are to be 
able to hold their ground, let alone start pushing the North 
Koreans back to the 38th parallel. 


Unfortunately, it seems unlikely that the help which has 
been promised from other countries will reach Korea in time 
to affect the situation in the immediate critical period. Other 
means of strengthening the American position will have to be 
found. The possibilities of naval and air support have not yet 
been exhausted. The carriers operating off the coast should 
now be able to find far more targets than hitherto and to 
exploit their great mobility more fully. The North Korean 
troops are apparently living off the country they have over- 
run ; their supplies of food are scarce and every air attack on 
those supplies will weaken their ability to fight. There may 
be other similar weaknesses which General MacArthur can 
probe and thus make it easier for his infantrymen to ho'd up 
the North Korean advance. The fact remains, however, that 
the Americans are still fighting a delaying action, and the 
need for more troops, well but lightly armed, must be met 
with the greatest possible speed if the final defence zone 
round Pusan is to be held and expanded. 


* * * 


More Light on the Schuman Plan 


Some of the original vagueness of detail about the 
Schuman plan for pooling coal and steel in western Europe 
is gradually lifting. In his statement before the National 
Assembly on Tuesday, the French Foreign Minister, M. 
Schuman, added two new pieces of information which help 
to fill in the genera! outline. 


Alongside the high authority there is to be ranged a com- 
mittee of ministers from the six participating countries. The 
two bodies are to hold periodic joint meetings and, although 
the powers and tasks of the new committee were not defined 
by M. Schuman, it can be assumed that the ministers will 
concern themselves with ensuring that the high authonly 


works over a much wider range than the inierests of the coal 
and steel industries. 


A second new feature of the plan, implicit in M. 
Schuman’s speech, is that the high authority will conduct 11s 
operations through “ natural” local units of the coal and 
steel industry ; in some cases these units may stretch across 
national boundaries, and in others a number of such unils 
may exist within the borders of one nation. The assumpuon 
in the past has been that the high authority would deal with 
national groups. This decentralised form of organisation 
would serve many useful purposes. It might make intet- 
nationalism a reality at the base of the pyramid as well as 2! 
the top ; it might also be a useful weapon for breaking UP 


the cartels both of the Ruhr and the French steel industry. 


M. Schuman expressed his regret at the absence of Britain 
from the councils of the six governments ; but he is stil 
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showing little readiness to alter the struccure of the plan 
sufficiently to meet the criticisms of the British Government. 
British reluctance to enter the organisation will only start to 
yield if the high authority is unambiguously subordinated to 
governments. That may never happen ; but since Britain 
and five of the Schuman plan countries are members of the 
Atlantic pact, it is likely that, at least where defence is con- 
cerned, there will, in fact, be very close association between 
the coal and steel industries of Britain and those of the Six. 


* * * 


Back to Strasbourg 


The portents are that British foreign policy may have 
another rough passage during the meeting of the Council of 
Europe that begins mext week at Strasbourg. With Dr 
Dalton in charge of the British delegation and with Mr 
Bevin disinclined to pursue the discussion of the Schuman 
Plan in an atmosphere where generalisations flourish both 
before and after lunch, it is important that the British should 
—— or two contributions that are imaginative as well 
as SO, 


There are two ideas that suggest themselves: the first is 
that the meeting of minds—which is still the most valuable 
feature of the Strasbourg occasion—should produce some 
practical schemes for getting young Germans in large num- 
bers to work, travel and study in western Europe. Someone 
has to take the initiative in this vital matter, and the Council 
of Europe is in a good position to do so. The second is 
that delegates should face quite honestly the need to explain 
to voters what it is they are trying to do, and what would 
be the consequences to the mass of working people of the 
various economic projects that will be discussed during 
August. There is this to be said for the Labour Party 
pamphlet on “European Unity ” that it did break away 
from the political and intellectual dishonesty that has marked 
too much of the discussion elsewhere. 


This year’s Assembly will be epoch-making if for only one 
reason—the reappearance of a German delegation in the 
public proceedings of a European body. The attitude and 
activity of these eighteen representatives of the Bonn Parlia- 
ment will be watched with the greatest interest. It will be 
most unfortunate if this opportunity for reconciliation is 
spoiled by demonstrations of self-pity and propagandist zeal 
such as Germans abroad are prone to indulge in. But other 
delegates will do well to remember that these Germans will 
also be watching carefully to see how the democracy of the 
west works in practice, and whether they are taking part in 
what is really a going concern. This Strasbourg session 
must be much more businesslike and realistic than the first 
if it is to hold people’s respect and attention. 


* *« * 


Labour’s Agenda 


The preliminary agenda for the Labour Party’s con- 
ference in October, which has been published this week, 
contains as large a number of fiery resolutions as in previous 
years. It is to be hoped that the general run of Labour 
supporters have a more percipient view of national and inter- 
national affairs than the small minority in the constituency 
associations and trades unions on whom the framing of such 
resolutions usually devolves. Most of the forty-three resolu- 
tions on wages, prices and profits demand action from the 
Government to i petits, to redistribute the national 
income further in favour of the workers, and to reduce 
prices by legislative action, and in addition there are fourteen 
resolutions urging the Government to adopt a more socialist 
policy. There are -seven resolutions on foreign 


affairs, most of which demand an end to the cold war and 
collaboration or agreement with the Soviet Union. These 
resolutions, like those on economic policy, are merely a way 
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of expressing resentment against the cold hard world of 
reality. 

It is interesting to observe that the more fire-eating and 
the more unreal resolutions come from constituency associa- 
tions, not from trades unions, and miore often from suburban 
and residential than from industrial areas. Indeed the only 
resolution drawing attention to the precarious basis of 
Britain’s economic recovery comes from the National Union 
of General and Municipal Workers. This division under- 
lines a tendency which has been discernible at Labour Party 
conferences, that the Left wing of the Labour Party derives 
the impetus for its criticism of the party executive and of 
the Government from enthusiasts in the constituencies, many 
of whom, from their geographic locus, cannot be working 
class. The majority of the trades unions by contrast are 
content with very little general criticism of the Labour 
Government’s policy both at home and abroad. What effect 
these resolutions will have upon the future of Labour policy 
it is difficult to tell—five years in office have made the party 
executive much less sensitive to pressure from below. But 
one thing is quite certain, that if the executive heeds the 
voice of the left wing of the Labour Party and decides on a 
policy of “ more socialism,” it may get an impressive demon- 
stration of enthusiasm at its conference in October, but it 
will not get the votes of the majority of the electorate when 
the election comes. 


* * * 


Colonial Week 


This is the time of year when colonial affairs are thrust 
upon the public’s attention. The annual debate in the House 
of Commons on the colonies in general, which took place on 
July 12th, has been followed by a much more concentrated, 
and therefore more valuable, debate in the House of Lords 
this week on the economic development of Africa. In addi- 
tion, there has been published within the last week the annual 
report of the Colonial Development Corporation, the annual 
return of schemes made under the Colonial Development and 
Welfare Acts and a Colonial Office report (Cmd. 7987) on 
East and Central Africa in the last five years, 1945-50. 


Yet, in spite of all the talk and documentation on the 
colonies, the basic question of the future of British colonial 
policy remains unanswered. It has become a truism to say 
that the grant of responsible government must be accom- 
panied by economic progress if it is to be well founded. 
Nevertheless new constitutions, each carrying the colony 
concerned farther along the road from dependence to inde- 
pendence, are being granted all over the colonial empire— 
at the beginning of this week the Windward Islands, a 
fortnight ago Sierra Leone. Economic development has 
obviously not proceeded at anything like the same pace. It 
is quite true that the amount of capital investment that has 
taken place in the colonies in recent years is far greater than 


is perhaps generally realised. In the House of Lords debate, .. 


Lord Hall pointed out that, at the present rate of expendi- 
ture, the £120 million granted under the Colonial Develop- 
ment and Welfare Act of 1945 will have been exhausted by 
the end of 1954. The ten-year development and welfare 
plans approved for the African dependencies will cost, in all, 
about £135 million. Actual investment in Africa from all 
sources, public and private, was estimated by Lord Rennell 
as {£120 million in the last.five years—including the £35 
million sunk in the East African groundnut scheme. But, ia 
spite of this investment, the African dependencies—and most 
of the other colonies—are still economically very backward. 
They may be financially sounder because they are still enjoy- 
ing high prices for colonial produce, but in most cases theic 
productivity is as low as ever. 

The fact has to be faced that political changes are far 
outstripping economic  Sigceacl gpa so, because, as 
the groundnut scheme has proved, colonial economic devei- 
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opment cannot be rushed. What, therefore, is to happen ? 
Are we, in a few years’ time, to be faced with self-governing 
colonies, which have neither the resources nor the leaders 
to assure their economic and financial stability ? Exactly 
how far is the present policy of constitutional reform 
intended to go? This is the uncertainty which Government 
spokesmen in colonial debates have still not resolved. 


* * x 


The Nigerian Constitution 


There are several points of importance about the 
proposals for Nigeria’s new constitution, the background 
of which was described in an article in The Economist of 
December 3, 1949 (page 1242). First is the care that. has 
been taken in associating the people of Nigeria with the 
framing of the proposals. The initiative for constitutional 
teform came from the Governor, but the whole procedure of 
discussion and consultation, from the villages upwards to the 
provinces and regions and finally to a general conference, 
whose members were elected by the regional conferences, was 
designed to forestall any suggestion that the constitution was 
being “imposed” by an alien government. 


The second interesting feature is the considerable amount 
of autonomy to be given to the regions. Regional legislatures 
were established under the Richards constitution of 1947. 
Now there are to be regional executive councils as well, 
consisting partly of official members but with a majority of 
Nigerian ministers drawn from the regional legislatures, 
which themselves will be more representative and have more 
powers. But it is not intended by this emphasis on regional 
autonomy to encourage Nigeria to break into three separate 
parts.. On the contrary, it is also proposed that the central 
legislature should continue to legislate “ for the peace, order 
and good government of Nigeria”—in the words of the 
Secretary of State’s dispatch—without restriction. It follows 
that to begin with there will be considerable overlapping 
between the functions of the central and regional legislatures, 
and it is to be expected that the parcelling out of these func- 
tions will be a main issue of any future constitutional reform. 
In addition to the legislature, there will also be established 
at the centre a Council of Ministers, to take the place of 
the existing Executive Council. It will consist of the 
Governor as President, six official members, and twelve 
Nigerians, who will be Ministers, nine of them with portfolio. 
The Council’s functions will be to formulate policy and 
direct executive action. 


A third point of importance is the attitude of the largely 
Moslem North to the composition of the central legislature. 
It is claiming half the seats on the basis of its size and 
population, a claim which is being contested by the Eastern 
and Western Provinces. The compromise that has been put 
forward is that the legislature should consist of two cham- 
bers, in one of which—the upper House—the provinces 
should be equally represented, the composition of the other 
being based on population. The different provinces have 
still to agree on this proposal—which in itself will create 
further problems—and the publication of the Secretary of 
State’s dispatch, to the effect that the British Government 
agrees to the proposed constitution, is intended to stimulate 
agreement. The decision, therefore, now rests with the 
Nigerian people. 


* * * 


Titoism in the Ruhr 


The German Communists in the eyes of the Kremlin 
are still very strictly on probation. The third congress of 
the Socialist Unity Party (SED) held in Berlin last weekend 
laid bare the extent to which they have so far failed to reach 
the standard set by their taskmasters. Max Reimann, the 
leader of the western Communists, had to repent publicly for 
the failure of his KPD in the Federal Republic. He has 
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failed to win the Social Democrat workers for a united party - 
the Communist vote was halved in the recent Rhine-Ruh; 
elections, and only 2,000,000 signatures were secured to the 
“peace” appeal—a figure which compares with 17 million 
or over 90 per cent of the total population, who are said 
to have signed in Soviet Germany. Wilhelm Pieck, likewise. 
had to promise in the presence of Suslov, the Cominform 
leader from Moscow, 


to drive out of the ranks of the KPD the agents of 

imperialism, to remove from the leading posts in the Party 

the opportunists and pessimists who lack fighting spirit and 
confidence. . . . Ruthless struggle against Trotskyite and 

Titoist elements inside the KPD and the Socialist Unity 

Party is one of our most important tasks. 

The need for this new purge was underlined by the fact 
that, simultaneously, there was being held in the Ruhr a 
Titoist conference of Communists expelled from the Party 
for lack of subservience to Moscow. The Germans, un- 
reliable even in the days of the prewar Comintern, have 
thus become the first Communists outside Jugoslavia to 
form an organisation that is independent of Moscow. Even 
in Russian-occupied Germany the Socialist Unity Party has 
not yet won the right to call itself a “ party of the new type” 
—a term which is applied by Moscow to the parties which 
rule the satellite states on Bolshevik revolutionary principles. 
German national characteristics and the legacy of the Nazis 
are retarding the development of older workers into reliable 
allies of Russia ; success with the young is another matter. 
Pieck was forced to admit that the SED has not secured 
sufficient backing in the zone from the industrial workers, 
who should form a majority in any Communist organisation. 
The trade unionists show true German readiness to work 
themselves to the bone, but lack political zeal. 


* * * 


Korean Technique for Germany 


In other respects, the SED congress was extremely 
disquieting. Korea has been made by the Kremlin into a 
turning-point for the German Communists, who are now 
presented with “the absolute necessity ” of forcing the with- 
drawal of the western occupation forces. If this could be 
achieved, then, obviously, events would be made to take 
the same course as in Korea. The Premier, Grotewohl, has 
now called for civil disobedience in the Federal Republic 
and in western Berlin. To this demand he has attempted 
to give a “legal” basis by declaring that the continued 
presence of the western forces is a breach of the Potsdam 
Agreement, and constitutes “ American intervention ”’—an 


ominous phrase which recalls Moscow’s version of the 
Korean conflict. 


In spite of the nonsense talked by Communists about 
“ misery” in western Germany as the “ result ” of Marshall 
Aid, it was admitted at the Congress by one of the leading 
Party organisers, Dahlem, that they were faced by an 
“enormous task” in making the western Germans realise 
the “ danger” from America and the “true friendship of 
the USSR.” Nevertheless, President Pieck made the confi- 
dent forecast that “there will certainly be an eruption in 


It seems advisable to state, in response to a number 
of enquiries, that the Editor of The Economist has 
no connection, and has never had any, with the 
British Peace Committee or kindred bodies. It is a 


matter of mortification to him that an unfortunate 
similarity of names should mislead anyone into 
thinking him capable of lending his support to 
activities which he regards as transparent devices 
of Soviet imperialism. 
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the west, though perhaps not immediately.” In the mean- 
time, the Communists must redouble their efforts to bring 
it about, 


* * * 


New Soviet Air Commander 


The fact that control of the Soviet Air Force has 
changed hands at some time during the last year should not 
be allowed to pass without comment. Marshal of the Air 
Force Konstantin Vershinin, who had been Commander-in- 
Chief since 1946, has been displaced by his deputy, a 
notoriously pushful and politically minded character, whose 
experience has been mainly in the Far East—Colonel General 
Pavel Zhigarev. The fact that this most unpopular officer 
should have attained such a rank shows how few have been 


left to choose from by recent purges in the higher ranks of 
the armed forces. 


Zhigarev is 50 years old and is considered by his fellow 
officers to have only mediocre military talents. He was 
deeply implicated in the Tukhachevsky plot against the 
regime in 1937, but decided to turn traitor after having 
covered his tracks with remarkable skill. Since then he has 
been regarded by the Party as one of the most efficient 
snoopers in the Soviet Air Force, and has been responsible 
for the downfall of a number of senior officers. Marshal 
Vershinin appears to have been his latest victim. It is impos- 
sible to judge what political or military significance the 
appointment may have ; but it is another reminder of the 


type of man who can get into the top posts of the Soviet 
Union, 


* * i 


Jekyll and Hyde Marketing 


The innocuous-sounding Tomato and Cucumber 
Marketing Scheme had a rough passage from Labour back- 
benchers in the Commons last week, and it was not on!y the 
representatives of the Co-operative movement who feared the 
effect on the interests of consumers of setting up a producer- 
controlled board with wide powers. The Minister of 
Agriculture’s plea that his party had always been in favour 
of “orderly marketing ” rang somewhat hollow. The Wool 
Marketing Scheme was approved at the same time, and other 
marketing schemes, promoted by the National Farmers’ 
Union, will follow. One for peas is at present under public 
examination, and a much more ambitious scheme for the 
marketing of fat stock (a guaranteed commodity) is a 
possibility. 

It is true that the marketing of horticultural products in 
Britain presents a wasteful and chaotic spectacle. The 80,000 
growers send haphazardly all over the country, while the 
combination of a large number of distributors with a small 
number of main markets increases costs. Covent Garden 
is an expensive bottleneck from which no less than 40 per 
cent of produce is consigned again to other markets. The 
result is that gluts and shortages occur concurrently in 
different areas, and that consumers may be faced with high 
prices at the same time as growers are denied a market. The 
cast for any type of marketing organisation which would 
reduce the costs of distribution is therefore very strong. 


But will the proposed Tomato and Cucumber Marketing 
Board help towards this objective ? It is purely a producers’ 
board, and as such will not interfere (nor should it) with “ the 
normal channels of distribution.” It may do good work in 
improving methods of grading and packing, and in organising 
market intelligence. But its main function is likely to be that 
of a producers’ pressure group, endeavouring—through the 
manipulation of supplies and prices, and by bringing influence 
to bear on the regulation of imports—to secure better terms 
for the grower. It is true that the Minister is to appoint a 
small minority of the members of the board (most of whom 


2i1 


are elected by the producers) and that he has strong reserve 
powers to protect the public interest. But the Minister ia 
this case means the Minister of Agriculture—and no one who 
holds that office is likely to give his first thoughts to the 
welfare of consumers. 


* * * 


Rent Rebates Analysed 


The high cost of housing has recently produced a crop 
of suggestions on how to overcome or counteract the 
economic and social difficulties which follow from it. Rent 
rebates are one of the counteracting methods and there can 
be no group of people more competent to discuss it than the 
Society of Housing Managers. This they have done in an 
excellent pamphlet,* which is as lucid as it is brief. Unfor- 
tunately, with a timorousness unworthy of the successors of 
Octavia Hill, they have avoided any final conclusion about 
whether rent rebates should be more widely applied. 


Until the society sent out a questionnaire in 1949 no 
information about rent rebate schemes more recent than 
1939 was available. Of the 1,470 local housing authorities 
approached by the society 971 replied. Of these only 78 
were applying a proper rebate scheme, 72 gave rebates in 
cases of special hardship without a sound scheme, 52 had 
abandoned schemes, and only six had new schemes under 
consideration. These figures show that rent rebates are not 
popular with housing authorities. 


Over the last eleven years the purpose of rent rebates has 
changed. In the past they were used to help the “ sub- 
merged” families. Rebates were paid mainly to the 
unemployed, the sick and the aged. Now the National 
Assistance Board will pay for these classes any rent which 
it considers reasonable ; old-age pensions are more generous ; 
unemployment is low. Instead of protecting families 
suffering from great hardship rent rebates are required 
mainly to bolster normal families in the lower wage groups 
against the effects of a period of very high building costs. 
The fact that many council tenants can now afford the 
economic rents of council houses increases the case for attach- 
ing the subsidy to the occupants rather than to the houses. 


On the assumption that the present housing policy will 
continue, there are great attractions in extending the system 
of rent rebates in order to share out the housing subsidies 
according to need. But the analysis of existing schemes 
which the pamphlet contains shows how complicated and 
difficult the schemes are to apply. A great deal of effort is 
wasted in making the schemes too perfect: equity is achieved 
at too high a cost and at the sacrifice of the tenant’s co- 
operation. Yet certain schemes have been found to be 
workable and could be more widely applied. In the absence 
of other changes in housing policy rent rebates are a partial 
remedy, and the pamphlet well deserves to be studied by all 
those who would apply it. 


* * * 


Foreign Capital for Southern Asia 


The recent foundation of a Philippine Association by 
businessmen of all nationalities in the Republic has drawn 
attention to the country’s urgent need for capital investment 
from abroad. Since the war the Philippines have had more 
of a spending spree, and have run through more United 
States dollars with less to show for them, than any other 
territory of the same size. Today the Philippines lie 
within the belt of Pacific countries over which the mantle 
of protection against the Communists is being firmly cast 
by their former ruler, the United States. But they also 
belong to the fringe of South East Asia where Communist 
tactics of infiltration are being vigorously pursued, and not 

*Rent Rebates. A review. April, 1950. Is. 
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without success. Already the problem of raising economic 


standards by capital development is, therefore, being keenly 
studied. 


The rich flow of American subsidies to the Philippines, 
in the form of extensive payments for war damages and other 
claims, will come to an end next year. When it does the 
Philippines will almost certainly face an acute shortage of 
foreign exchange unless immediate measures are taken to 
readjust the adverse balance of trade. Yet the problem 
itself is—or rather ought to be—almost absurd. Speaking 
last month, one of the founders of the Philippine Associa- 
tion, Mr Gerald Wilkinson, claimed that “the natural 
resources of the Philippine Republic are far richer and more 
varied than the United Kingdom’s,” while the population 
is very much smaller. Addressing a mixed audience of 
Filipino officials and foreign and Filipino businessmen, Mr 
Wilkinson then put his finger on the great weakness in any 
scheme for attracting foreign capital, namely 


fear of the unknown intentions of each of us toward the 
other: fear in the minds of some Iegislators and some 
domestic interests that foreign capital may deprive, rather 
than enrich, the Filipino people: fear by our foreign busi- 
nessmen that there is a rising intent to legislate them out 
of business and to expropriate by law a growing portion of 
their activities for transfer to others. 


Mr Wilkinson went on to point out that Britain has for 
centuries profited from the entry of skilled foreigners. He 
also showed by means of an actual example how a foreign 
investment, which may cost 250,000 pesos a year in foreign 
exchange for the repatriation of interest, pumps from eight 
to twelve times that sum into local circulation as payment 
for labour and raw materials, to subcontractors and, not least, 
to the local government in taxation. Both the advice given 
and the complaints made by Mr Wilkinson apply generally to 
every under-developed country in southern Asia. 


* * a 


Mr Mackenzie King 


With the death of Mr Mackenzie King all but one of 
the great figures who created the present pattern of Com- 
monwealth relations have passed from the scene. His atti- 
tude to the Commonwealth, his insistence on the integrity of 
Dominion sovereignty at the expense of the unity and 
cohesion of the Commonwealth as a whole aroused from time 
to time criticism and not a little resentment both in Britain 
and in the other dominions. But in fact since nationalism 
is a force that can only be ridden not curbed, Mr King may 
be judged a more percipient statesman than his critics have 
allowed for. In any case the idea of the loosely associated 
Commonwealth of white nations to which the statute of 
Westminster gave expression can be seen in retrospect to 
have been in part founded on a contemporary illusion shared 
by almost every statesman about the growing safety and 
sanity of the international order. The necessity for all free 
nations to co-ordinate their actions and merge their right 
of independent action in higher forms of association has been 
made painfully clear in the last few years, and Canada has 
been as quick to recognise this as any other nation. 


Mr Mackenzie King’s most outstanding achievements 
were threefold. In the first place, he carried on and 
strengthened the work of his master, Wilfrid Laurier, in 
achieving the highest degree of national unity which is 
possible in a country of many diverse races and in which the 
aspirations of the two main groups, the English Canadians 
and the French Canadians, are rarely in harmony. By 
infinite patience, by adroit political manceuvring, by never 
imposing a strain which the unity of the Canadian people 
would be unable to bear, he preserved and greatly 
strengthened Canada’s internal cohesion. Those people in 
Britain and the rest of the world who were maddened by his 
capacity for evasion and double talk, and those among his 


THE ECONOMIST, July 29, 1959 


countrymen who chafed beneath his inability or unwilling- 
ness to give expression to the heroic and adventurous charac- 
ter of the Canadian people, were inclined to forget the intrac- 
table material with which he had to work. If government js 
the art of the possible, Mr King must be considered a 
great artist. His second great achievement was to create and 
wield a first class government machine. He was almost 
continuously concerned with the business of government. 
first as a civil servant and then as a politician, for nearly fifty 
years and few political leaders—not even Mr Churchil|— 
have had such mastery of the relation between policy and 
administration. Finally, by making the United States, 
and in particular President Roosevelt, aware of the 
existence and potentialities of Canada, he did a great deal to 
explode the myth, so strongly entrenched in American minds. 
that the Commonwealth was a trick of British diplomacy 
which the United States must do its best to unmask. 


Shorter Note 


The High Court has held that the trade description 
“ vinegar ” properly applies only to vinegar produced by the 
double fermentation of malt, wines, cider or spirits. It cannot 
be applied to other liquids such as those produced by a 
solution of acetic acid and caramel and known as “ non- 
brewed vinegars,” despite the wide sale of these liquids and 
despite the fact that the term “non-brewed vinegar” has 
been used by the Ministry of Food as an official description 
of these liquids. It therefore upheld a conviction imposed on 
a manufacturer of such liquids for selling them under a false 
trade description contrary to the Merchandise Marks Acts. 





Death of the President 


Late accounts have brought the unexpected intelligence 
of the death of General Taylor, the President of the 
United States. We had received no previous intimation 
of his being unwell, and his sudden decease, at the com- 
paratively early age of 64, is ascribed to cholera and 
political chagrin. The first cause is ample of itself, when 
the disease gets hold of a veteran whose constitution had 
probably been damaged, or at least hardly used, in back- 
wood clearances and Indian warfare, and the second might 
well have existed without preying much on the mind of a 
man accustomed to contention. . . . He is the second 
President who within the short period of eight years has 
died in office, subjecting the constitution of the States to 
the severest test of its efficiency likely to be encountered 
in the ordinary run of human affairs, The result amply 
justifies the sagacity of its founders. As Vice-President 
Tyler succeeded to General Harrison, and carried on the 
Government with ease and security till the period of 
electing another President, so Mr. Millard Fillmore, re- 
cently Vice-President, has succeeded to General Taylor, 
and will hold the Presidency till the time comes for 
another election. With quite as little or perhaps less 
disturbance than takes place on the death of a monarch 
leaving behind him a successor ready to take his place, 
the vacant Presidency is occupied in the States; and 
with a change of Ministers, made necessary by the dis- 
credit into which the Cabinet has fallen, the affairs of 
Government will go on much the same as before. Were 
a wisely devised system makes the Government correspond 
to the nation or identical with it, and where the people 
at large take part in administering its affairs, the death 
of an individual, however influential, is of comparatively 
little consequence. The system depends on no one man ; 
the ever living and slow changing nation carries on the 
government as it carries forward its own continued 
existence, and policy only changes as parties change or as 
the nation itself changes. 


Che Economist 


July 27, 1850 
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SLEEPER SERVICES 








T .S.Ge AND Comedioe 


B.O.A.C. operates the ONLY Sleeper service to Montreal. 


B.O.A.C. Stratocruisers fly you over- 
night from London to New York and 
also to Montreal. 8 flights weekly to 
New York (3 via Shannon, 4 via Prestwick 
and 1 direct). 4 flights weekly to 


Montreal (1 via Shannon, 3 via Prestwick). 


Sleep your way across the Atlantic in the 
double-decked spaciousness of the world’s 
largest, fastest, most luxurious airliners. 
Sleepers cost only £8.19.0. extra one way. 
Berths are big and roomy, have foam- 
rubber mattresses and curtains for privacy. 








GET THERE 


From LONDON to 
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Single Fare Standard Return Fare 


NEW YORK 
MONTREAL 
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Free advice and information available on request from your 
local B.O.A.C. Appointed Agent or B.O.A.C., Airways 
Terminal, Buckingham Palace Road, London, S.W.1, 
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Letters to the Editor 


South-West Africa 


Sir,—In your Note of July 22nd on 
the subject of “The Status of South- 
West Africa” you indicate that the exact 
legal status of this territory is not easy 
to define. The point is of interest 
because it might very well arise again in 
connection with other territories that 
were placed under mandate in the first 
world war. What actually happened was 
that Germany under Article 119 of the 
Peace Treaty renounced all her rights 
and titles over her overseas possessions 
in favour of the Principal Allied and 
Associated Powers—not, it should be 
noted, to the League of Nations. The 
Principal Allied and Associated Powers 
consisted of the United States of 
America, the British Empire, France, 
Italy and Japan. The sovereignty, 
therefore, of these territories was pre- 
sumably vested in these powers. So 
far as I am aware it was never trans- 
ferred to the League of Nations, nor 
does there appear to be any evidence 
that it was transferred in respect of each 
particular territory to the mandatory 
power. It therefore seems that it is 
still vested in those powers jointly, 
unless the late world war is regarded as 
having any effect on the participation 
of Italy and Japan. 


Further than this, the mandate was 
not drawn up by the League of Nations, 
but by the individual mandatory powers 
and submitted for approval. The treaty 
did not confer on the League of Nations 
any other right than that of receiving 
an annual report in reference to each 
particular territory. A permanent Com- 
mission received and examined the 
reports, but the League apparently, 
however much it might have dis- 
approved of any report, had no power 
whatever to do anything about it. 


The Trusteeship Council of the 
United Nations, on the other hand, has 
very considerable powers, but the United 
Nations Charter, as confirmed by the 
finding of the International Court of 
Justice, constitutes the handing over of 
such territories to the Trusteeship 
Council as an entirely voluntary action. 
As this has not been done in the case 
of South-West Africa, it is possible for 
the United Nations to claim that as the 
successors to the League they have the 
right to receive the report, but beyond 
this they can apparently make no claim 
whatever. Legally speakirg it would 
seem that the territory is the joint 
possession of the United States of 
America, the British Empire and France. 


Yours faithfully, W. A. Weis 
9 Victoria St., SW.1 


Financing the Hospitals 


Smr,—May I comment on the “ spend- 
ing madness” and “ over-estimating ” 
to which Mr McLachlan refers in his 
letter of July 22nd? The combination 
of war and the impending health service, 
with the possible anticipation of re- 
building, meant that many hospitals 
had had very little spent on their de- 
velopment in recent years. Many of 


the hospitals taken over by the state 
needed a great deal spent on essential 
improvements. Shortage of _ steel, 
timber and other materials prevent 
major structural alterations and what 
has been spent has been the minimum 
necessary for amenity and efficiency. 
The bulk of the “ spending madness,” 
as reflected in the budgets, has been due 
to the increase in salaries and cost of 
maintenance. 


It is indeed likely that hospitals have 
over-estimated their requirements. Over- 
budgeting automatically accompanies a 
fear of Ministerial cuts, which might 
endanger the level of service to the 
public. Again, with no contingency 
fund, over-budgeting is almost in- 
evitable. A petrol pump at my hospital 
failed, after many years of service, but 
its demise had not been anticipated in 
the budget and it could be replaced only 
at the cost of some other item. Obviously, 
officers in future will be encouraged to 
ask for the replacement of machinery 
unnecessarily soon. The necessity of 
budgeting in great detail a year ahead 
also encourages over-estimating. Hos- 
pitals, unlike schools or post-offices, are 
constantly faced with changing expen- 
diture due to medical research. It is 
quite impossible to anticipate these 
changes a year ahead and this must 
encourage over-budgeting. 


I feel the present financial arrange- 
ments are fundamentally unsound and 
the modification of the system might well 
effect a substantial saving without loss 
of efficiency. Mr Wetenhall comes to 
the crux of the problem. Greater flexi- 
bility is needed for hospital management 
committees. Detailed budgeting of 
small items is quite unnecessary and 
could be met from a general improve- 
ment and contingency fund. The 
present system means that items of 
expenditure tend to be judged primarily 
on whether or not they have been 
budgeted and only secondarily on their 
intrinsic merits. 


The present financial arrangements 
may be administratively tidy but they 
have effectively removed the stimulus 
to economy. The financial system must 
be such as to encourage the hospital 
management committee to economise, 
who, in turn, will stimulate their staff. 
Economy is an attitude of mind and, in 
practice, a painful discipline which 
needs constant stimulus and incentive, 
and some local benefit must be allowed 
to accrue from the hard work involved. 


Yours faithfully, F. Avery JoNEs 
43 Cleveland Square, W.2 


West African Press 


Sir,—It would appear from a 
recent debate that the Home Govern- 
ment do not sufficiently appreciate the 
harm done by the daily outpourings of 
a large section of the West African 
press. The constant misrepresentation, 
slanders and impertinent sedition which 
characterise a large proportion of the 
press in the Gold Coast and Nigeria are 
matters of very profound concern. 
Towards the end of last year, one Gold 


Coast broadsheet used the term “The 
Son of Man” as a reference to its own 
paren leader, and prayer forms have 

n adapted to glorify the same poli- 
tician and his dogma. 

These scurrilous publications are 
poser alone in the field, there being 

rdly any moderate press. Furtner 
the African has an immense respect for 
education and all its fruits, and the 
printed word enjoys an unquestioned 
authority. Perhaps this last statement 
has to be qualified as Government re- 
leases are automatically assumed to be 
wrong by a large proportion of the 
people. The technical poverty of the 
papers is also important. Frequently 
there is no connection between head- 
lines and text ; articles are freely adapted 
from other newspapers, and too often 
the text bears no relation to the true 
context. 


It is true that repressive measures are 
repugnant, but some action is required. 
Apart from the obvious course of moze 
libel and sedition actions, a vigorous 
campaign of denials and official state- 
ments correcting false accounts in the 
local press might be considered in pre- 
ference to ignoring the falsehoods and 
insults appearing daily. 

Something could be done, also, to 
eject from the precincts of public build- 
ings those of the official letter writers 
who seem to spend most of their time 
in reading these broadsheets—for a fee— 
to their illiterate brethren. Surely 
there is no need to give such people 
shelter at the taxpayer’s expense ? 


It is sad indeed that such measures 
should be advocated, but until the 
African press can learn the difference 
between liberty and licence, it is neces- 
sary for Government to protect itself 
and the law-abiding majority against 
the constant stream of foul abuse which 
forms the only substance of so many 
broadsheets and other publications in 
West Africa today.—Yours faithfully, 

HuGuH Rom 

68 Compayne Gardens, 

West Hampstead, N.W.6 


Attack on Queen Victoria 


S1r,—If The Economist were The New 
Yorker we should all know what hap- 
pened to the person “ who turns out to 
be a Mr Pate.” Is there any record of 
his raising a large family in Australia, 
or of his hanged ? The suspense 
is terrible since all that one can safely 
assume is that he did not resume being 
a lieutenant in the 10th Hussars. 


Yours faithfully, J. A. MACLEOD 
British Embassy, Bogota, Colombia 


_[In case there are other readers im & 

ilar suspense, may we say that it was 
reported in The Economist of July 13, 1850, 
that Mr Pate was sentenced to be Uans- 
ported for seven years. He escaped whip- 
ping on account of his family. The trial 8 
of interest because the McNaghten Rules, 
then seven years old, were cited. It was 
held that though Mr Pate “had been out 
of his mind for a considerable time,” he yet 
knew that he was doing wrong and 8° 
remained accountable and punishable.— 
EpITorR.] 
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Books and Publications 


Notes for a Sermon 


War or Peace. By John Foster-Dulles, 
pages. $2.$0 Or 1 gs. 


Mr Dulles has written a book that is 
useful and important without being 
good. It is important because the 
author has been close to the heart of 
American foreign policy planning, 
knows the reasoning as well as the 
motives behind it, and might one day 
be a Republican Secretary of State. It 
is useful because it will give the British 
reader the kind of picture of American 
effort as a Great Power since the war 
which his newspapers have been either 
unwilling or unable to provide ; it will 
ilso tell him much more pungently than 
his own statesmen have yet done the 
dangers of the world we live in. 


The book is not good because the 
principle of arrangement changes from 
chapter to chapter: now it is chrono- 
logical, now dictated by the author’s 
train of thought, now by the scheme of 
four parts. This is quite simply a brief 
presentation of “the enemy”; an ex- 
cellent survey of “the policies we 
have ”; a frank and quite modest attempt 
to add up the “five year score”; and 
nearly a hundred pages—fifty too many 
—about what still needs to be done. 
The style sometimes reminds one of 
notes for a sermon, and has none of the 
fluency and felicity of phrase that dis- 
tinguish Mr Acheson’s speeches. Some 
of it is clearly intended for those sections 
of the American public who do not like 
paragraphs more than seven lines long. 


In one respect, however, Mr Dulles 
has done an outstanding service for all 
those people outside the United States 
who care to read him. He gives—per- 
haps unconsciously—a faithful reflection 
of the mind of the American public man 
shouldering his world responsibilities 
with a curious combination of tough 
realism and genuine aspiration towards 
a better world—a world which will be 
in many important respects just what 
an American likes to think the United 
States is at its best. Communists call 
this imperialism but the word is com- 
pletely misleading. There is a final 
chapter on “ Our Spiritual Need ” which 
is really eloquent in its protest against 


New York: Macmillan, london: Harrap. 274 


the materialism not only of the Com- 
munists but also of many of their 
principal opponents. 

For the historian of the postwar years 
there is nothing new of importance in 
Mr Doulles’s account of events; but 
this book does give as handy a summary 
as has yet appeared of the acts of Soviet 
policy, both in conference and outside, 
that convinced American statesmen by 
the end of 1946 that co-operation with 
Moscow was impossible. As they are 
here presented, in series, they make the 
perversity of Soviet policy in killing 
American isolationism end giving the 
Western World something to marvel at. 
It is as baffling as Stalin’s refusal to 
believe in 1941 that he was going to be 
attavked by the Germans. If Mr Dulles, 
and others who think like him, see the 
world too much in terms of gigantic 
Communist conspiracy, it is the fault 
of the Russians not of the Americans. 


Romance and Figures 


Chance and Choice, by Cardpack and 
Chessboard, Vol. I. By Lancelot 
Hogben, FRS, Max Parrish. 417 pages. 
505, 


Teachers of statistical method are 
faced with a major dilemma. If they 
try to avoid the mathematical and 
philosophical theory of the subject, 
their students are liable to emerge from 
their courses with a knowledge of the 
rules of the game but no genuine under- 
standing of the circumstances in which 
it is safe to apply them. If the mathe- 
matics and philosophical discussion axe 
given full play, the students are liable 
not to emerge at all. It is very hard to 
find a middle way, and harder still to 
write a book about it, if only because 
students of statistical method vary so 
much in the amount of mathematics they 
can command. The problein is enhanced 
for economists, as compared for example 
with chemists or biologists, by the fact 
that they often come to their studies with 
no previous mathematical training. 


Indeed they come with an understand- 
able distrust of the power of mathe- 
matics to produce any results in their 
subject which are not attainable more 
simply by non-mathematical arguments. 

In this book Professor Hogben applies 
his unique expository gifts to the prob- 
lem of instructing the student of statis- 
tics and probability to understand How 
To Do It and Why To Do It, without 
requiring more than goodwill and 
application on the mathematical side. 
It is not a statistical version of “ Mathe- 
matics for the Million” but a serious 
textbook whose object is to enable the 
reader to use statistical methods for him- 
self, not merely to understand broadly 
what happens when other people use 
them. This first volume deals mainly 
with large-sample theory. A _ second 
volume on small samples and the refine- 
ments of logical inference in probability 
is promised later. 

The book opens with an introductory 
chapter on the algebra required to deal 
with probability and some approximative 
formule for the sums which arise. 
Chapter 2 develops the theory of choice 
with the aid of illustrations drawn from 
packs of cards and other apparatus of 
simple games. Here and throughout the 
book is lavishly illustrated with diagrams, 
often in two colours, Professor Hogben 
being a confirmed believer in the 
pictorial method of presentation. With 
the elementary laws of chance established 
the author goes on to discuss the testing 
of hypotheses, significance and con- 
fidence, and the recognition of significant 
differences between classes. Chapters 8 
and 9 develop the theory of correlation, 
association and concomitant variation 
generally ; and the book concludes with 
a review of sampling systems. There 
are many examples and exercises, an 
indispensable adjunct to any statistical 
textbook. The author’s object has been 
to make each volume complete in itself 
and it might have been an advantage to 
provide this volume with an index. 

Professor Hogben can invest even the 
binomial theorem with an atmosphere of 
subdued excitement, and the freshness 
and originality of his treatment, though 
it will arouse opposition among the 
orthodox, evinces the enthusiasm he 
himself feels for his subject. 
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With a foreword by WINSTON CHURCHILL 
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The Fourth Republic 


The Reshaping of French Democracy. 
By Gordon Wright. Methuen. 297 
pages. 168. 


Mr Wright, who is now Professor of 
History at the Oregon University, has 
written an excellent narrative of political 
events in France from the Liberation to 
the launching of the Fourth Republic 
in October, 1946. His book besides 
providing the general information neces- 
sary t0 an understanding of this confused 


-. period is much enlivened by the com- 


ments of an eye-witness since Mr Wright 
spent two years as Secretary at the 
United States Embassy in Paris. 


Mr Wright appreciates the divergen- 
cies in France’s political philosophy 
which have hitherto prevented the 
modernising of her institutions. Thus 
his account of the search for a new 
system of government undertaken by 
the very different resistance elements 
within and outside France during the 
war is especially interesting. General de 
Gaulle, the central figure in this forma- 
tive period, far from appearing as a 
clerico-corporatist of the Pétain type, is 
revealed as an uncertain groper after 
new political forms. For the Nietzchean 
side of his character (Mr Wright quotes 
from the General’s prewar writings) is 
undeniably balanced by a_ juridical 
scrupulousness usually foreign to 
dictators. 


Monarchy and “ fascism ” being ruled 
out for different reasons, the republican 
debate turned upon whether to intro- 
duce a kind of presidential democracy 
with the executive strengthened in rela- 
tion to the legislature or to revive the 
older “ conventional” republic in which 
government would be carried out by the 
Assembly itself through its steering 
committees, no independent executive 
at all being permitted. The Com- 
munists, having waited until 1944 to 
declare their position, flatly rejected the 
former solution and pronounced for the 
jJatter, which they evidently regarded as 
the most suitable method of transform- 
ing bourgeois democracy into the 
Soviet system. In the event, as the 
world knows, France received a constitu- 
tion giving as litthe promise of cabinet 
stability as that of the Third Republic. 
The change has been in the personnel 
not in the practice—if the emasculation 
of, the Senate be excepted. 


Mr Wright’s survey of the period is 
naturally confined to the political 
manceuvrings in Paris. He fails to stress 
the importance of provincial govern- 
ment and, above all, of the prefectural 
system. For, in a sense, parliamentary 
disunity is normal in France and to hope 
to change it decisively by governmental 
device was probably, and may still be, 
a vain aspiration. But the relatively 
smooth functioning of the municipal 
and departmental councils under the 
authoritative eye of the prefect has in 
fact been an important contributory 
factor to French recovery. In all prob- 
ability, French democracy cannot be 
really reshaped until the Third Repub- 
lican parties lose their following. 
General de Gaulle himself seems to have 
realised this after his fruitless experi- 
ences in constitution making. His nega- 


tive achievement may be measured by 
the fact that the Communists did not 
gain control of any key ministry after the 
liberation. The years to come will show 
whether he or any other leader will be 


capable of establishing a majority party — 


of the centre. Then only will come the 
time for further tinkering with the con- 
sutution. 


Second Thoughts 


Betraya! in India. By D. F. Karaka, 
Gollancz. 253 pages. 12s, 6d. 


Mr Karaka has written an entertaining 
book. Whether he has proved his 
theme—that Congress has let the new 
India down—is another matter. For Mr 
Karaka writes so well and mostly so 
reasonably that he sometimes spoils his 
own case by bringing in petty instances 
of the kind of local bribery, inefficiency 
and abuse of power which would occur 
under any new regime. Nor is it ever 
very clear—and here Mr Karaka is in 
the difficulty that the whole Indian 
electorate will be in next year—just 
what party the author would like to 
see replace the Congress party. 


But, these questions apart, Mr Karaka 
has given a thoughtful and sensitive 
account of the development of India 
since just before partition, against the 
background of his own impressions at 
the time. Educated at Oxford—where 
he was the first Indian to be President 
of the Union—he has produced a sober 
challenge to many accepted ideas. 
Whether they agree with it or not, his 
book should inform as well as interest 
all who follow India’s affairs. 


The Compleat Small 


Farmer 
Farmer's Progress. By George Hender- 
son. Faber and Faber, 230 pages. 


ros. 6d. 


Mr George Henderson’s first book 
“The Farming Ladder” was more than 
a success story. It showed the impact 
that intelligence and the ability to 
work long hours can make on an in- 
dustry now generally considered to 
require, in addition to such qualities, 
ever increasing quantities of capital and 
technical training, since Mr Henderson 
started without capital or technical 
training in any appreciable quantities. 

“Farming Progress” is, as its sub- 
title indicates, “A guide to farming” 
and this time Mr Henderson sets about 
his task on a wider basis than his own 
experience. It has many of the qualities 
of the earlier book and is full of sound 
common sense on farming methods, on 
farm management generally, and on 
taking a farm. But when Mr Hender- 
son gets away from the firm ground of 
his own considerable achievements he 
is inclined to be provocative and often 
gets into deep controversial waters. In 
his statements on the agricultural 
policies of both the major political 
parties, the Agriculture Act, and the 
National Agricultural Advisory Service 
he is outspokenly critical. He has hard 
things to say about economists, but no 
harder than the things he reserves for 
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some of his fellow farmers. In spite of 
such irritations this és a book that should 
be read by both economists and farmers 
quite apart from any desire to improve 
their knowledge of the technicalities of 
husbandry, for Mr Henderson’s book js 
an outstanding example of the smajj 
farmer’s approach to life and work. 

That such views and methods of work 
can survive and succeed in as highly an 
industrialised a country as Great Britain 
is surely not without significance. The 
qualities of the peasant mentality, Jove 
of the soil, tenacity, frugal independence 
and a capacity for hard work are likely 
to be ignored in a highly developed and 
complex civilisation. But for the world 
at large it is probably still true to say 
in the words of Dr Venn, “ The intimate 
character of man’s association with the 
land cannot be better illustrated than by 
saying that the ‘typical’ human being 
is the peasant farmer.” Western civilisa- 
tion neglects this fact at its peril. It js 
in such a context that this book might 
well be read by those who have no in- 
tention of farming themselves. 


Principles or Sense 
Large-Scale Organisation. Fdited by 
G. E. Milward for the Institute of Public 
Administration. Macdonald end Frans. 
230 pages, 16s, 


This series of thirteen papers must have 
been appallingly difficult to edit; they 
are certainly difficult to review. In the 
introductory essay Mr J. R. Simpson, 
the Director of Organisation and 
Methods at the Treasury, asks al! the 
questions which a study of the day-to- 
day organisation and management of 
large industrial undertakings and public 
services might be expected to answer ; 
these questions range over the usual 
topics of the seat and nature of contol, 
the desirable extent of decentralisation, 
the composition of the controlling group 
and so on. There follow descripuons of 
the organisational system of four public 
departments (the Ministry of National 
Insurance, the Post Office, the LCC and 
the Board of Inland Revenue), two 
nationalised bodies (the Bank of England 
and the Transport Commission) and 
three giant private enterprises (Unilever, 
ICI and the Midland Bank). All of 
these are written by high officials of the 
bodies concerned and most of them are 
frankly factual business memoranda 
with organisational charts attached. In 
the final essay, Sir Charles Renold 
(chairman of the Institute of Manage- 
ment) tries to sum up the series and 
records as his “ chief impression” that 
“very little in the way of general 
principles has emerged.” The bald 
truth is that once a body has grown too 
large for one chief executive to be the 
centre of all decisions (as all the bodies 
here reviewed have done) the extent [0 
which initiative and responsibility can 
or should be diffused down the line 
depends on too many widely differing 
“ determinant considerations” (to use 
Sir Charles Renold’s term) ‘for any com- 
parison of different systems of large-scale 
organisation to yield much fruit. There 
is no exact science of public administra- 
tion ; there is simply a general need for 
good administration. 
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On international finance they all listen to 


HJALMAR SCHACHT 


GOLD FOR EUROPE 


is his new book outlining a plan for the rehabilitation 
of German (and so European) finances with American 
assistance. “ Frankly fascinating . . . the past master 
in tight-rope walking, political and economic . . . his 
suggestions, whether sound or not, are stimulating and 
form a basis for discussion.”—Liverpool Post. 7/6 net 


The Far East 


By A. D. C. PETERSON. “ As a popular and eminently readable intro- 
duction to the complexities of the Orient this useful new volume deserves 
high commendation . . . the photographic illustrations are excellent in 
every respect.” International Affairs. Demy 8vo. 336 pp. 21s. net 


Sexual Behaviour in Society 


By ALEX COMFORT. “Should be read by all people who claim to 
be well informed. The attitude of society is changing, and it is well that 
those responsible for our laws should have some idea of the nature of 
that change. An excellent little book.”—Manchester Guardian. 8s. 6d. net 


The Graphologist’s Alphabet 
By ERIC SINGER, author of Grapholozgy for Everyman. A manual of 
great value to bankers, industrialists, personnel managers and all who 
have to assess character quickly from handwritten correspondence. 390 
examples. 8s. 6d. net 
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also up to date on the 
theatre, the arts and most of 
these things which interest 
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SURVEY 





The New Commitment 


(From Our American Statt) 


HE commitment which President Truman proposed to 
the American people ten days ago was a long-term one. 
The share of the national resources it is proposed to allocate 
to defence cannot be delivered without curbing civilian 
demand. To clear a right of way for the new arms pro- 
gramme, without undue inflation, will mean accepting a 
degree of economic control for a long time to come. Both 
the President’s Message to Congress and his broadcast to the 
people set forth in some detail the record of events in Korea, 
emphasising that the use of American troops there was to 
carry out a United Nations police action. Both suggested 
that the Korean invasion may well have revealed the pattern 
of the future: 


The attack upon Korea makes it plain beyond all doubt 
that the international Communist movement is prepared to 
use armed invasion to conquer independent nations. We 
must therefore recognise the possibility that armed aggres- 
sion may take place in other areas. 

Both emphasised that there is a limit to the number of little 
fires that can be lit without causing a world conflagration: 

Those who have it in their power to unleash or withhold 
acts of armed aggression must realise that new recourse to 
aggression in the world today might well strain to the 
breaking point the fabric of world peace. 

In other words, the President told the American people 
‘that the least the United States must do is to make ready 
to counter Communist outbreaks in a number of widely- 
scattered trouble spots. Vastly more than that may be 
required to assure American security. To an unprecedented 
extent, the President’s listeners agreed with him. In the 
months before America’s entry into the two world wars, 
emotion choked every argument; those who held that 
American interests were not involved were a determined 
group that could not be said, with any certainty, to be only 
a minority. Until after the sinking of the Lusitania in the 
one case, until the attack on Pearl Harbour in the other, 
there were two sides to the issue, both deeply felt. This 
time, there is a minimum of emotion ; no one argues that the 
United States could have ignored the challenge. 


The Republicans, whose bipartisanship has hitherto 
stopped at the international date line, have now no real 
choice: they can side with the Communists or with the 
Democrats. They cannot complain of the decision to under- 
take the war ; they are reduced to criticism of the conduct 
of hostilities. And even here their freedom is limited. The 
ability of the North Koreans to launch a surprise attack, and 
the poverty of American equipment during the first phase 
of the fighting, would normally afford tempting targets ; but 


‘* AMERICAN SURVEY ”’ is drawn from _ three 


sources. Articles described as ‘‘ From Our American 
Staff’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 


with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘ From a Correspondent in Ohio”’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 





shafts directed toward them risk piercing the aura around 
General MacArthur. 


And in respect to the measures of preparedness Mr 
Truman proposes, the Republicans are no better off for an 
issue. In this campaign year it might be dangerous to invite 
charges of supporting a policy of too little and too late. The 
resentment expressed in the cloakrooms against Mr Johnson, 
the Secretary of Defence, as the man whose economy knife 
cut away the muscle as well as the fat of the forces, would 
have the ring of a good issue, if the ring were not muffled 
by echoes of economy-minded Republican votes. The tally 
on the $1.2 billion Military Aid Bill, passed by the House two 
hours after delivery of the President’s Message, with Mr 
Marcantonio as the sole dissenter, measured the initial 


unanimity of response. Last year the corresponding Bill had 
122 opponents. 


So, though Senator Taft affirmed that the controls 
requested go “far beyond any necessity we know of at the 
moment,” and Senator Wherry declared that the President’s 
programme “ would nationalise the economy,” the Defence 
Production Bill of 1950 was immediately introduced, and 
hearings begun both on the economic controls recommended 
by the President, and on an authorisation to increase the size 
of the armed forces. 


* 


The reaction of the business community to most of the 
President’s programme, including credit controls, has been 
outspoken and favourable, though the Chamber of Commerce 
holds that no new tax legislation should be introduced unt! 
the shape of things is clearer. In respect to allocations, 
Senator Taft’s eagerness to avoid controls runs counter 10 
the wishes of major industries ; the producers of steel and 
other basic metals are far from eager to have to discriminate 
on a voluntary basis among their would-be customers. 
Equally satisfactory is the response of the group of nine 
labour leaders, appointed to represent the various segments 
of the trade union movement, who met Mr Symington, the 
chairman of the National Security Resources Board, on 
July 11th. The main concern of this group is that labour 
should have a voice in the planning of production, dealing 
with general policy. In the last war, it was restricted to an 
advisory role on labour matters. Had the nomination of Mr 
Symington’s former colleague, Mr Robert J. Smith of 
Texas, to be the vice-chairman of the NSRB not been far 
advanced, a vigorous effort would have been made to secure 
that post for labour. A second major concern of the trade 
unions is that any steps toward a wage freeze, a no-strike 
pledge, or direction of labour (much more likely in an 
economy adding war production to very high-level employ- 
ment than in an economy with slack as in 1940) shall be 
accompanied by effective controls of profits and prices. 

Among the general public, the first reaction has been to 
accept the new way of life as inevitable and then go out and 
buy whatever seemed hardest to do without last time ; a ¢at 


Oe ea Sg? et one eer eee oe Pn a 


Sp GET RT eA 
EOS 


ce 


oe 


Ss ok 


NETS aie hn na a aia 
ase eae a i tage vs z 





THI 


a set 
nylon 
repor 
the p 
get | 
Trun 
every 
“ Per 
Mi 
the ¢ 
mitte 
supp 
price 
two | 
ever" 
now 
in th 
dow: 
men 
und 
by t 
the 


buy 
moc 
Wh 
con 
are 
are 


Stat 
une 
Sta 
ene 
far 


unl 
Th 
the 
col 


ter 
na 
as 


*o. 


— 
— 


as ae we ee oe aoe 2a ee ae’ & 





Ree 


Bene en COED ite deep. 4 $ 
a a a SD tae yr tant OY Rieke SCAT Aah 


FN kd cE ad cag na 


THE ECONOMIST, July 29, 1950 


a set of tyres, a sack of sugar, a supply of sheets, or a pair of 
nylons. Against the abundant figures of the mid-year crop 
report that came out just as this spree was getting started, 
the public’s determination to “ stock up before the hoarders 
get it” appeared misguided; in his fireside chat, Mr 
Truman’s reproof was expressed in the homely words that 
every American child has heard from his grandmother: 
“ Perfectly ridiculous! ” 


Mr Brannan, the Secretary of Agriculture, has reminded 
the Chairman of the House and Senate Agricultural Com- 
mittees that he holds, without power of disposing of them, 
supplies of perishable commodities purchased under the farm 
price support programme amounting to one pound of butter, 
two and a half pounds of dried milk, and two dozen eggs for 
every man, woman and child in the country. Hearings are 
now going on to determine what to do with them. Price rises 
in the basic commodities, such as cotton, are being slowed 
down by the withdrawal of the supplies placed under govern- 
ment loan by farmers last vear (of about 3,000,000 bales 
under loan, more than 2,000,000 have been redeemed) and 
by reductions in the stocks from the 1948 harvest to which 
the Commodity Credit Corporation holds title. 


Since a boom was already under way before the present 
buying wave started in both agricultural and industrial com- 
modities, the inflationary danger is recognised to be real. 
Whether it can be kept within bounds without far-reaching 
controls will probably depend on how much further prices 
are pushed up before the powers requested by the President 
are granted. 


Solid as is the support of the new commitment the United 
States has undertaken, there are new elements in it that cause 
uneasiness. European states are accustomed, as the United 
States is not, to living within reach of powerful potential 
enemies and to the dispatching of military forces to fight in 
far parts of the world. Among these nations, Britain knows 
what it is to stand alone. A further anxiety is the fear of the 
unknown that accompanies the knowledge of the atom bomb. 
This is shared now by all countries, but felt most keenly in 
the place of the bomb’s origin. But these are part of the new 
conditions of American life. The preparations set in motion 
‘in the last fortnight are not preparations for meeting a 
temporary emergency. They are preparations for lifting the 
national defence effort up on to a plateau, which will serve 
as a long-term foundation for American security. 


American Notes 


Men for the Arms 


The omnibus appropriations Bill will be a double- 
decker by the time it returns to the House, if it is held up 
in the Senate until the President’s latest request for $10,517 
million can be added to the $13,294 million already allowed 
by the Senate Appropriations Committee for defence next 
year. The House itself was slightly less generous, but that 
was before Korea and now, if it takes the advice of Mr 
Vinson, the chairman of its Armed Services Committee, it 
will force more upon the President than he has asked for. 
But it is doubtful if he could spend more in the next few 
months. It takes time to place contracts and expand facilities, 
even though some at least of the preliminary plans are prob- 
ably already made, since it is reported that a substantial 
expansion of the forces had been intended next year, in 
Preparation for the anticipated crisis in 19§2. 


The present request contains $2.6 billion for the Navy, 
$3 billion for the Army and $4.5 billion for the Air Force. 
Broken down irito items, the largest sum is again for flying, 
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$3.3 billion for aircraft, with $2.5 billion for maintenance of 
plants and facilities, and $2.6 billion for guns, electronic 
equipment and the tanks which Korea has shown to be so 
desperately needed. Requirements for Korea are, of course, 
to be given urgent priority, but the estimates also provide 
for “an early, but orderly, build-up” of the forces to “a 
state of readiness designed to deter further acts of aggres- 
sion.” Why they are not already in such a state, after having 
nearly $50 billion spent on them in the last four years, is 
a question that is engaging the critical attention both of 
Congress and the press. 


Except in the case of the Navy which, according to Mr 
Vinson, will be able to send 48 more ships to sea, including 
nine aircraft carriers, two cruisers and 32 destroyers, no 
details are yet available of what the new appropriation will 
mean in terms of arms. In terms of men, it will mean an 
addition of 600,000 to the total of 1,506,000 originally 
planned by the forces for the 1951 fiscal year. The Navy 
proposes to raise its strength to 579,000 officers and men 
from 375,000, the Marine Corps to 109,000, the Air Force 
to over 500,000 and the Army to about 830,000 from 
592,000. Marine Reserves have all been ordered to report 
and the other services are expected to follow suit before 
long, although so far they have only called up selected 
individuals from their Reserves. The Army, however, has 
summoned a number of specialised units of the National 
Guard and will probably ask for more conscripts as soon as 
the selective service system has delivered the first batch in 
September. In Washington civil service hiring rules have 
been suspended in order to allow the defence agencies to 
rebuild their civilian staffs, and there is talk of a six-day week 
for federal employees. 


It is the electronics engineers, the maintenance men and 
others with special skills that the services require urgently 
and these are the men that industry too must have if it is 
to increase its output of aircraft, tanks and guns. Few, if any, 
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skilled workers are to be found amongst the 3,300,000 unem- 
ployed and already there are manpower shortages in Detroit. 
The Department of Labour is conducting a sample survey 
in various centres to find out how many men would be taken 
away from essential defence industries by full mobilisation 
of the Reserves. 


* * * 


Hobson’s Choice on Taxes ? 


When the President and Senator Taft sing a duet on 
the immediate need to increase taxes, it is hard for Congress 
io turn a deaf ear, though the committees that write the tax 
Bills have done their best. The President, stung, perhaps, by 
the cynical assumption that the Democrats would postpone 
the reckoning until after the elections, has asked, as an 
interim measure, that an additional $5 billion in revenue be 
taised by increasing taxes on the 1950 income of corpora- 
tions, and by lifting the withholding tax on individual 
incomes from 15 per cent to 18 per cent, beginning with 
income received in October. This would sweep most of 
the Republican tax relief measure of 1948 into the discard, 
along with this year’s House-passed Bill, whose skeleton, 
it is suggested, would make a handy peg on which to hang 
the new levies. 


The tax request is only a first instalment on the new level 
of defence spending ; the Secretary of the Treasury has 
promised that a more “ comprehensive ” measure will be 
submitted in about three weeks. But the interim increases 
would offset most of the new defence spending that can be 
done this year, while permitting more leisurely consideration 
of the long-term changes in the tax structure that may be 
needed when a prospective deficit of over $5 billion is com- 
pounded by rearmament. Among these may be the revival 
of the excess profits tax so popular with labour. 


If Congress complies, it will not be because it loves 
financial prudence so much as that it detests controls even 
more. Both the President and Senator Taft have underlined 
the unpleasant choice. The alternative to a tax increase 
large enough to offset the new inflationary forces that will 
be generated is the proliferation of controls, perhaps to the 
retail level. The Republicans are already comn'‘aining that 
the powers of allocation and requisition in the Defence Pro- 
duction Bill constitute a blanket grant of authority and go 
beyond the powers granted during the war. 
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Though compulsory powers are requested in the Bill, a 
trial may first be made of the system of voluntary allocations 
used after the war. This guaranteed a limited supply of 
steel to essential users such as freight car builders, who may 
again be found near the top of the queue. Mr Sawyer, the 
Secretary of Commerce, whose department formerly ad- 
ministered this machinery, with the aid of advice from the 
steel industry, has named tun, aluminivm, copper, and steel 
as today’s most serious bottlenecks. 


The trouble in steel is not that it is scarce, but that the 
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appetite ot the durable goods industries is insatiable. The 
capacity of the steel mills passed the 100 million ton mark 
on July 1st ; in 1944 about 50 million tons of a then produc. 
tion of 89 million tons was enough to support the peak of 
the war effort. The industry is now turning out about 13 
million tons more than the rest of the world— including 
Russia—did in 1949. Yet even before the new military 
inquiries began, Detroit was pinched, and cutting back pro- 
duction, for lack of steel and non-ferrous metals, while 
Europe was being combed for scrap. Convinced that jts 
crowded order books are no temporary phenomenon, the 
industry determined, even before Korea, to add another 
3,600,000 tons to its capacity by 1952, in addition to q 
2,000,000-ton expansion already scheduled. This may 
checkmate the Administration planners who believe that an 
industry running at or over its theoretical capacity is under- 
equipped to sustain an expanding economy and should be 
helped to grow by the government, whether it likes it or not, 
The industry would, however, not be averse to government 
aid to speed-up the extraction of iron ore from low-grade 
reserves. The depletion of domestic ore reserves might be 
the industry’s Achilles heel if war cut off its supplies from 
new finds overseas. 


x * * 


Three’s Competition; Two’s Some 


Trans World Airlines may have a more impressive name 
than Pan American Airways, but it carries less weight in 
international aviation and apparently also in the White 
House. That at least is how Washington explains the Presi- 
dent’s second thoughts on whether PAA should be allowed 
to buy American Overseas Airlines. The Civil Aeronautics 
Board, after eighteen months’ consideration and against 
the advice of its special investigator, refused its permission ; 
Mr Truman first accepted this refusal and then unexpectedly 
ordered the board to give its approval at once. Its chairman, 
Mr Joseph O’Connell, resigned rather than do so and both 
TWA and other aviation interests are contesting the legality 
of the President’s interference, so far without success. 


The board originally objected to the merger because it 
would tend towards monopoly, since it would leave only 
two instead of three United States airlines regularly crossing 
the north Atlantic ; even now Pan American has not got. 
its ointment without a fly. To ensure competition in flights 
to the principal traffic points in Europe, Mr Truman insisted 
that both remaining American airlines be authorised to serve 
all the major centres. PAA is therefore losing the exclusive 
rights in London and Frankfurt which it had hoped to buy 
with AOA, but it will be able to fly to Paris and Rome, 
hitherto a monopoly guarded so jealously by TWA that 
not even the claims of Holy Year pilgrims could break 1. 
To TWA the new arrangement seems not a fair exchange, 
but robbery by a rival that it has little hope of defeating in 
open competition. 

TWA’s despondency is explained by Pan American’s sizt 
—“not a business but an empire ”—and ruthlessness. 
Already PAA carries 38 per cent of America’s transatlantic 
air traffic, which is in its turn 70 per cent of all such traffic, 
and it will have 67 per cent if it can hold on to all of AOA’s 
share. Pan American’s directors must think it can or they 
would hardly have paid the record sum of $17,450,000 for an 
unprofitable undertaking which American Airlines, the 
majority shareholder in AOA, was anxious to get rid of. 
TWA’s financial position is said to be little stronger and its 
apprehensions are perhaps sharpened by chagrin that 1t did 
not get the first offer from PAA. In spite of the great expan- 
sion in air travel, America’s transatlantic airlines have become 
increasingly dependent on government support in the form 
of airmail subsidies. One of Pan American’s chief arguments 
for the merger was that it would save the country $9,000,000 
a year in airmail payments. Although this argument !s 0! 
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entirely convincing, the President cannot be blamed for 
trying to have economy and competition, tou. 


By making the attempt, however, he may also have made 
the choice he refused to make in 1945, when Mr Trippe of 
PAA tried to convince him that only a single airline, the 
“chosen instrument” of the government, could compete 
successfully with subsidised foreign companies in overseas 
operations. The franchises then granted to the American 
transatlantic carriers come up for review in 1952 ; by then, 
if TWA is justified in its fear that it cannot survive the con- 
centrated competition of PAA, Pan American Airlines may 
become the chosen instrument by default, a possibility which 
its directors are unlikely to have overlooked. 


* * * 


Contempt of Congress 


The Un-American Activities Committee of the House has 
raised to fifty-seven the number of contempt citations it wants 
the House to approve—a bumper crop compared with thirty 
authorised between 1940 and 1947. Most of these baulky 
witnesses refused to answer when asked if they were, or 
ever had been, members of the Communist Party. They took 
refuge in the Fifth Amendment, which says that no man 
shall be compelled to testify against himself. The futility 
of seeking shelter under the constitutional guarantee of free 
speech has been demonstrated in the case of the ten Holly- 
wood writers, whose conviction has been upheld and has led 
to $1,000 fines and a year in jail—the maximum sentence. 
(Some legislators would like to see these penalties increased 
to enforce respect for Congress.) Serving shorter terms are 
the members of the Joint Anti-Fascist Refugee Committee, 
who nearly four years ago defied the House Un-American 
Activities Committee. 

Three prosecutions are also being sought in the Senate, 
one against Mr Philip Jaffe, the former editor of Amerasia. 
The counsel of the Tydings sub-committee feels that if Mr 
Jafte can plead self-incrimination with impunity, all obstinate 
witnesses will follow suit and the whole investigative func- 
tion of Congress may be frustrated. A statute adopted in 
1862 provided that no testimony given in committee by a 
witness might be used against him in court, but this has 
been whittled away and in the past committees have been 
reluctant to press for answers. 


The right, as well as the left, is in hot water. Contempt 
proceedings are threatened by Mr Buchanan, chairman of 
the House lobby inquiry, against the heads of two right- 
wing organisations that attempt to influence public opinion: 
Dr Rumely of the Committee for Constitutional Govern- 
ment and Mr Joseph Kamp of the Constitutional Education 
League. These are only two of a number of conservative 
“front” groups with high-sounding names ; the committee 
contends that they evaded the necessity of reporting contri- 





221 


butions of over $500 by recording them as purchases of anti- 
Fair Deal books and literature. Mr Kamp is already in jail 
for contempt of Congress perpetrated in 1944; he and Dr 
Rumely refuse to reveal the names of their “ customers ” or 
open their books to the committee. 


There is thus no lack of test cases to determine whether 
a Congressional committee can force a witness to incriminate 
himself, and whether he is to be the sole judge of incrimina- 
tion. One problem is whether the right to get all the facts 
is worth the risk that guilty parties, by making an open 
breast, may put themselves beyond the reach of the law. 
Another is whether, under the present system of investigation, 
partisan committees can be trusted not to abuse any new 
powers they are given. Senators Ives and Thomas believe 
that the right to force a witness to incriminate himself should 
be reserved to a bipartisan commission, and that full 
immunity from subsequent prosecution should be guaranteed. 


* *® * 


Pandora’s Box Stays Shut 


The House of Representatives has decided that, where 
electoral reform is concerned, the devil it knows is preferable 
to the one it does not. It has refused to follow the Senate 
in approving a resolution designed to secure the consent of 
three-fourths of the States to the abolition of the electoral 
college and the present system of awarding the whole electoral 
vote of a State to the winning candidate, however narrow his 
margin of victory. The Lodge-Gossett resolution would 
have apportioned the electoral vote in each State among the 
candidates, according to the number of votes each polled. 
Its sponsors believed it would avoid the risk of a deadlock or 
of a minority President and would help to break the unhealthy 
monopoly hold of the Democrats in the South and the 
Republicans in certain northern States. 


In the Senate, both parties seemed dazzled by the votes 
they might gain under such a change, though Senator Taft 
steadfastly maintained that the Republicans would lose more 
in the north and west than they could hope to pick up below 
the Mason-Dixon line. In the House, however, Mr Martin, 
the Republican leader, maintained that the resclution was a 
political Pandora’s box, and that opening it would encourage 
the growth of splinter groups and wreck the two-party system. 
He gained a number of unusual allies when liberal Republi- 
cans and Democrats became convinced that the chief bene- 
ficiary of the change would be the conservative South, 
whose solidarity would increase its influence in Democratic 
counsels. Minority pressure groups, such as the Negroes, 
also realised that they would lose the power they now have 
to tip the balance in populous States, and joined with the 
Congress of Industrial Organisations and certain conservative 
groups to persuade the House to keep this Pandora’s box 
shut, at least for the present. 
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THE WORLD OVERSEAS 





Defenders of the Middle East— VI, 


Saudi Arabia and the Yemen 


(From Our Special Correspondent) 


ITH the discussion of Iraq’s armed forces consideration 

of the potential defenders of the Middle East really 
comes to an end. Israel, presumably the strongest single force 
in the area, is outside the orbit of a correspondent who is 
identified with the Arabs. The Sudan Defence Force which, 
on past performance and on present showing, is quite the best 
“army” in the Middle East—granted that the Sudan, on 
strategic if not geographical grounds, can be considered part 
of that region—is still virtually a unit of the British Army 
and is thus still removed from the vagaries and uncertainties 
common to the others. There remains only Arabia proper— 
Saudi Arabia and the Yemen. 


These two mediaeval countries are full members of the 
Arab League, but they are as far removed in outlook, state 
of modernisation, and 
ordinary twentieth century 
facilities from, say, Egypt, 
as Egypt is from the 
United States. Neither of 


Isa 


them can be said to 
possess armies in the 
modern sense of the 


word. The Yemen, in § 
fact, must be left outside 
any calculations, not only 
because it is an almost 
unknown country im- 
placably hostile to the 
slightest European pene- 
tration, remote, un- 
changing and unexplored, 
but also because it is the 
fixed policy of its rulers 
to keep it so. It has what | ~ re 

has been admirably and ore 1S YE 

tersely described as a ee 
“barefooted army ” of, it TS 


Ve; 

; Ve 
is believed, some 20,000 a = 
men. Many of them, how- 7 daoneh Sn 
ever, are virtually slaves 
—feudal retainers of the royal family and the other chiefs 
—and although most of them are reputed to be armed 
with rifles, mostly of pre-1914 Turkish pattern, they 
would have neither the will nor the facilities—other 
than their own bare feet—to move far from the confines 
of their immediate mud-walled villages, many of which are 
hidden away in the impenetrable mountains which gird the 
poverty-stricken country. When, in the interests of Arab 
unity, a small token force of these hirsute warriors appeared 
jn Palestine, they were looked upon by their allies as objects 
of curiosity, dangerous to approach, frightening in appear- 
ance, but hardly to be taken seriously as an effective contribu- 
tion to the prosecution of the Holy War. On the 
other hand, the exploits of Yemenite Jews, both during the 
pre-independence days of terrorist attacks upon the British 
administration and as soldiers of the Israeli Army show that 
the Yemenis are brave, ruthless and dangerous. If the Yemen 
is ever modernised—although the world will have changed 
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very considerably by then—the Yemenis might become a 
force of some importance. 


Saudi Arabia is slightly different, for, although much of 
the country and much of what goes on inside it is still 
unknown, the foreign exploitation of its immensely rich 
oil-fields has brought it into contact with the Western 
world. As long ago as 1937, King Ibn Saoud, inspired 
probably by jealousy of his old enemy King Abdullah, 
whose British-formed Arab Legion was already attract- 
ing attention, decided that he, too, would have a 
modern army. He already had a considerable force of 
extremely fierce Bedouin fighters of the traditional “ desert 
warrior” type—more than adequate for the joint purposes 
of maintaining internal security and subduing, if necessary, 
tribal risings or attacks 
from the Yemen—but he 
decided to issue a decree 
for the setting up of a 
Ministry of Defence with 
foreign advisers and 
assistance. 

The outbreak of war 
interrupted these plans, 
and it was not until 1947 
that a British Military 
Mission arrived in Jedda. 
The Mission’s brief was 
to train a mechanised 
force of 10,000 men on 
the lines of the Trans- 
jordan Frontier Force 
and the Arab Legion, and 
far better progress than at 
first seemed possible has 
been made. The Mission, 
under an excellent British 
brigadier with long ¢x- 
perience of the Arab 
peoples, faced and over- 
came the usual difficulties 
of Arab procrastination, changeability, failure to implement 
undertakings, provide funds, facilities, and so on, but the 
greater difficulty of obtaining British-made equipment took 
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longer to surmount. Now, after three years’ hard work, a sur- - 


prisingly efficient little force has been established, with desert 
Arabs who had never previously seen a piece of machinery 
more intricate than a penknife revealing the same aptitude 
as their brothers in Jordan for using and maintaining 
armoured cars and automatic weapons. 

The maximum contribution that Saudi Arabia will be able 
to make to Middle East defence, however, would probably 
be only to the extent of guarding pipe-lines and oil installa- 
tions, for there are two serious obstacles to any expansion. 
The first is the virtual impossibility of obtaining prop¢t 
officers. The Mission is purely advisory, and foreigners are not 
accepted in either administrative or operational capacities in 
the Saudi Arabian Army—they are not even 10 
travel outside the strictly limited areas open to Europeans. 
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A few Saudi Arabians have been sent to England, to Sand- 
hurst and other training centres and have done well; but 
nepotism is the rule, and it must be remembered that King 
Ibn Saoud has an unusual number of descendants, any of 
whom appear to have first pick of any jobs that are going, 
including commissions in the army, despite their lack of 
qualifications. It is also difficult to instil reasonable notions 
of discipline. 

The second obstacle is more important and—unless recent 
developments in the Far East have induced a change of mind 
—was far less likely ever to be overcome. It is an unfor- 
tunate and unhappy factor in the situation in Saudi Arabia 
that Anglo-American economic rivalry, so pronounced in the 
oil business in the Middle East, Arabia and the Persian Gulf, 
has managed to influence both political relations and defence 
considerations. It is highly unlikely that Washington sub- 
scribes to the views of the oilmen, but one hears on all sides, 
in the fantastic, artificial American oil town of Dhahran, 
violently anti-British sentiments, including active resentment 
and jealousy that it is the British and not the Americans who 
are training the Saudi Arabian army and providing the equip- 
ment—especially as it is the Americans who maintain the 
huge air base and are training Saudi Arabians to fill minor 
posts in it. These views, freely passed on to the Saudi 
Arabians, neither facilitate the work of the Mission nor 
increase the efficiency of what might otherwise be an 
excellent little army. 

(Concluded) 


Political Deadlock in 


Australia 


[FROM OUR MELBOURNE CORRESPONDENT] 


Mr R. G. MeENzI1Es, the Prime Minister, has been in office 
in Australia since December, when the Liberal and Country 
Parties were decisively returned on a policy “to arrest the 
drive towards a Socialist State in Australia.” They were 
elected on specific pledges to outlaw the Communist Party, 
to restore the Commonwealth Bank board of directors, to 
abolish petrol rationing, and to provide §s. a week endow- 
ment for the first child of every family. In addition the 
parties gave broader pledges “ to cut living costs and improve 
industrial relations.” The adjournment last month of the 
first session of the new Commonwealth Parliament affords a 
useful opportunity to estimate what progress Mr Menzies 
has made. 


Soon after taking office, the Government honoured its 
promise to abolish petrol rationing and when Parliament 
met in February the Prime Minister introduced legislation 
to outlaw the Communists and restore the Commonwealth 
Bank board of directors (abolished in 1945 by Mr Chifley) 
in place of a governor responsible to the Treasurer of the 
day. 

In these two measures the Government met serious opposi- 
tion in the Senate, in which the Labour Opposition com- 
mands a majority. When Parliament adjourned for three 
months in June, both these measures were tightly deadlocked 
in the Senate, with Labour refusing to give way on clauses 
in the anti-Communist Bill affecting onus of proof and trial 
by jury of a person declared a Communist, and showing equal 
obduracy on the Bill to restore the Bank board. 


Brick Wall in Senate 


The Commonwealth Parliament has in fact become 
unworkable, with the Senate presenting a brick wall to legis- 
lation which the Government regards as vital. Before Mr 
Menzies left on his present overseas tour, he made it patently 
Clear that if the Labour-dominated Senate persisted in its 
refusal to pass the anti-Communist Bill when it was pre- 
sented a second time @fter the prescribed interval of three 
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months, he would exercise his constitutional right and ask 
the Governor-General for a dissolution of both Houses of 
Parliament. This is drastic procedure, for normally one-half 
of the Senate offers itself for election every three years. A 
double dissolution has taken place only once in Australia— 
at the time of the great split on the issue of conscription 
in the 1914-18 war. Mr Menzies says he will seek a double 
dissolution if the present impasse continues so as to give 
the people themselves the opportunity of deciding the issues 
of Communism and defence which, he says, are interlocked. 


Banking is the other issue on which Labour is prepared 
to make a stand. In Labour eyes, restoration of the 
Commonwealth Bank board is almost an act of high treason, 
for it would sweep away the very pivot of Labour technique 
of controlling the whole economic system. For this reason, 
Mr Chifley’s declaration that Labour would oppose every 
clause designed to establish a new Commonwealth Bank 
board is no idle threat. It means that, even if Labour should 
compromise on the Communist issue, it would fight to the 
death on the banking issue. The Bill was described by Mr 
Chifley as “a pay-off and a camouflage to meet the demands 
of the private banking interests behind the Government.” 


This, then, is the political impasse in which the Menzies 
Government finds itself seven months after taking office. In 
the meantime, economic events are not standing still, and 
there has been this year a progressive fall in the purchasing 
power of the Australian {1 as living costs rise at a dis- 
quieting rate. The official cost of living index now stands 
at 73.§ per cent above its prewar figure, which means that 
the Australian {1 today is worth only 11s. 6d. compared 
with 1939, and there are still no signs of any check in the 
upward movement of prices. In Australia, rises in the cost 
of living are automatically followed by a compensating rise 
in the basic wage. The effect on production costs is imme- 
diate and widespread. 


Inflation and Revaluation 


The Government, rightly or wrongly, links the great 
inflationary pressures in Australia with the fact that pro- 
duction is so unsatisfactory. This, in turn, is attributable, 
it says, to the crippling effect upon industry of the Com- 
munists. It seems inescapable, however, that the great tide 
of inflation has sprung basically from the unprecedentedly 
high incomes which Australia has been enjoying in the last 
two or three years from her primary exports. Compared 
with prewar, Australia is now receiving five and a half times 
more for its wool (the largest export), nearly four and a half 
times more for its wheat, and more than four times more for 
its base metals. These fantastically high prices have gener- 
ated a great secondary inflation in Australia, expanding 
purchasing power to a point at which current demand is 
satisfied neither by imports nor domestic production. The 
result is seen in soaring prices and costs, threatening the 
stability of the whole economy. 


Before Parliament adjourned, the Federal Cabinet sat 
several days considering means of dealing with the present 
inflationary situation. Revaluation of the Australian {1 
closer to parity with sterling was discussed as one means 
of putting some brake on inflationary forces, but there were 
also impressive political reasons why the farmers’ incomes 
should not be arbitrarily interfered with, and the Cabinet 
disbanded with the country feeling that the exchange rate _ 
was safe—for a while at least. Sir Douglas Copland, Vice- 
Chancellor of the Australian National University, who is 
Australia’s leading economist, has expressed himself strongly 
against any appreciation of the Australian £1. Relief to the 
cost of living by appreciation of the currency to parity with 
sterling would not, he says, amount to more than § per cent 
over a period of many months. Sir Douglas Copland 
continues : 

Appreciation by itself will not stop inflation, the contro! 
of which would demand a wide range of measures such as 
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higher interest rates, restricted bank advances, reduced 
investment, public and private, lower government expendi- 
ture and other such discouragement to increases in costs 
and incomes. There are strong signs that the era is now 
passing in which high export incomes provide the main 
impetus to inflation, and that the driving force henceforth 
is likely to be the heavy investment programme associated 
with the immigration scheme. 

The crux of the Government’s proposed measures to meet 
the inflation threat in Australia is seen in the final sentence 
of Sir Douglas Copland’s statement quoted above. It is 
seen in the mission of Mr Menzies to London and New York 
to. advance Australia’s claims for more dollars. The Govern- 
ment appears to take the view that little can be done to 
check the present inflationary pressures by monetary methods 
alone, and it realises that no significant increase in output 
of manufactured goods can be obtained from Australian 
factories. It is aware of the tremendous demands for capital 
equipment associated with the heavy investment programme 
now being pursued for national development, and is therefore 
seeking means to obtain it from the United States, the one 
country to which it is able to turn. 


Australia’s London funds are bulging at more than 
£Asoo million compared with a mere £A34 million before 
the war, but these will do little to obtain capital goods and 
raw materials urgently needed to develop the country and 
provide a counter for galloping inflation. It is possible that 
Australia in the year ending June 30th last lived within 
its dollar earnings, taking gold sales and invisibles into 
account, but this has been achieved only by reducing imports 
from the United States to a mere trickle of their former 
flow. The Government appears to be trying to reduce 
inflationary pressures by making a bold bid for more capital 
goods and equipment from overseas to bridge the gap 
between supply and demand. This explains the nexus 
between Mr Menzies’s present mission overseas and the 
domestic political situation which demands immediate anti- 
inflation action once the impasse in Parliament is resolved. 


Brazil’s Presidential 
Campaign 
{BY A CORRESPONDENT] 


Dr GETULIO VARGAS has accepted nomination by the Partido 
Trabalhista Brasileiro (PTB), his so-called Brazilian Labour 
Party, to run for President in October. In its simplest terms, 
his move challenges the representative system which sup- 
planted his personal rule. He has never hidden his contempt 
for it. The Senate (of which he is a member) has seen almost 
nothing of him, and in an outburst against “the old Liberal 
democracy ” which might have come from his near neighbour, 
President Perén, his only comment on President Dutra, who 
won the Presidency as his official candidate, was his advice 
to the Labour Party to support him “in order to avoid 
anarchy.” It is between Dr Vargas and the forces which 
believe in representative government that the issue rests at 
the coming elections, and his challenge finds them divided 
against themselves. 


In fact, they were never united. After his overthrow in 
1945, Dr Vargas counselled his followers to vote for General 
Dutra, whose victory he openly, and reasonably, interpreted 
as a sign of his own strength. Once installed, however, 
President Dutra tried to stiffen the democratic front by 
working for agreement between his Partido Social Demo- 
cratico (PSD) and the Uniao Democratica Nacional (UDN), 
which had begun the movement that expelled President 
Vargas. Both groups subscribed to a Constitution intended, 
in the words of its preamble, “to organise a democratic 
regime.” By definition, both had turned their backs on the 
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methods of Dr Vargas. Now they face him separately. The 
bond of their common purpose had been frayed by his hench- 
men entrenched in President Dutra’s party. It was discarded 
altogether a few months ago when, after fruitless efforts to 
agree on a jo:nt ticket for the Presidency, the UDN adopted 
Brigadier Eduardo Gomes (whom General Dutra defeated 
at the 1945 election). Thereupon the PSD chose as candidate 
Sr Cristiano Machado, an obscure politician from Minas 
Geraes. 


The move played into Dr Vargas’s hands, if only by 
splitting the allegiance of Minas Geraes, the second most 
important state in the country. Reputedly anti-Vargas, it 
could no longer be counted solidly pro-Gomes with a native 
candidate in the field. State loyalties notoriously conflict 
with those to the national parties, and in other important 
states their ‘influence is an even greater hurdle for the liberal 
group represented by Brigadier Gomes. It is commonly 
reckoned that the Presidency must go to any candidate who 
can carry Sao Paulo, Minas Geraes, and Rio Grande do Sul— 
three states known in electioneering jargon as “the vital 
triangle ” and containing 4,000,000 of the almost 9,000,000 
voters now inscribed throughout Brazil. However Minas 
Geraes may vote, the facts are that Dr Vargas is a native of 
Rio Grande do Sul, and that in Sao Paulo—the greatest 
political stronghold of all, with 1,700,000 voters—he has 
enlisted the most adroitly controlled political machine in the 
country. 


Vargas and the Under-Privileged 


Its boss is Sr Ademar de Barros, the State Governor. who 
has publicly pledged its support, and is accompanying Dr 
Vargas on part of his campaigning tour. A few months ago 
the Governor’s followers were busily persuading the country 
that he himself was their choice for President. They are now 
said to regard him as Dr Vargas’s heir apparent in the event 
of a Vargas victory. The Communists are also likely to find 
themselves in the Vargas camp. Since their party is illegal. 
they cannot present a candidate of their own, and if proof 
were wanted that no concessions are to be expected from 
Brigadier Gomes in return for Communist votes, it lies in 
the strong support pledged to him by the Church. The 
Vargas platform, on the other hand, is an obvious rallying 
point for Communists, since a Vargas victory could be relied 
upon to discomfit the United States. 


If his name goes before the voters, those would be Dr 
Vargas’s weapons. Whether or not his opponents close their 
ranks by producing a single ticket (as some anti-Vargas 
groups are still urging), most Brazilians recognise that he 
holds a strong hand. Basically, his appeal is to the under- 
privileged, who now wield a large and possibly decisive 
proportion of the country’s votes. “ The father of the poor,” 
as he has styled himself, made labour laws which gave them 
a new sense of their importance (however much they may 
have frustrated employers), and no political group has since 
dared to question these laws. This side of his record largely 
explains why he is fiercely defended by some of his country- 
men, although he is branded as a dictator by many others 
who believe that Brazil has outgrown paternal government 
and can support an orthodox democratic system. 


It had long been apparent that Dr Vargas, the most 
controversial figure in Brazilian politics, was preparing a new 
bid for power and would stand for election if the political 
climate proved favourable. Remaining aloof from party 
politics, he had yet retained control of the Labour Party 
which was planned in his Labour Ministry before his deposi- 
tion and later recognised as a national y with the right 
to nominate a Presidential candidate. Fhe dlogan “ He will 


come back,” plastered on walls throughout the country, was 
the only advertisement of cells carefully nursed by his 
intimates and friends among working-class voters. Thes¢ 
shrewd activities were punctuated by messages from “ the 
hermit of Sao Borja” (his southern retreat) calculated to 
raise his prestige with every rise in the cost of living. Dr 
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Vargas has used as a stick to beat his successors the pro- 
gressive inflation which they blame on the excesses of his 
regime. 

Reactions to his challenge could only be measured with the 
announcement of his candidacy. So far, they are not such as 
to discourage him. The two other candidates have both 
conderaned a move (said to have been instigated by one of 
President Dutra’s closest advisers) to ask the Electoral Court 
to disqualify Dr Vargas as a Presidential candidate on the 
ground that he failed (as a Senator) to sign the present 
Constitution. As for the Army, which enforced his resigna- 
tion in 1945, and which has once more been pledged by its 
leaders to uphold free elections, it is profoundly significant 
that a pro-Vargas General was recently elected President of 
the Club Militar in Rio de Janeiro—the centre of military 
opinion. The signs are thus that Dr Vargas will go before 
the country in October. Some opponents believe that, should 
the international situation worsen, his expected bid for Com- 
mun‘st votes would discredit him at the polls, but this view 
perhaps underrates his consummate demagogy. Meanwhile, 
the newness has worn off the crusade of the genuine Liberals 
who lost the last election to forces strongly influenced by 
Dr Vargas. This time they face Dr Vargas himself. 


Parallel with Peron 


The result will be of much more than local interest, for the 
parallel between the Vargas strategy and that which brought 
President Perén to power in Argentina is no coincidence. 
That Brazilians regard Perén as a pupil of Vargas is a 
reminder that political oppression of the kind adopted in 
Argentina once marked the Vargas regime in Brazil. Anyone 
who has more than a casual acquaintance with the two 
strongest countries in South America is aware, not only that 
intense nationalism exists on both sides of their common 
border, but that the politics of each is sui generis. Neverthe- 
less, their political development since the war has followed 
Opposing trends, and this could no longer be said should Dr 
Vargas emulate his pupil by riding back to power on the 
shoulders of the mob. Brazil will not begin or end on election 
day, as a Rio de Janeiro newspaper comments, but a Vargas 
victory might well duplicate in Brazil the dangerous stresses 
and strains that confront President Perén in Argentina. It 
might even bring similar developments in Brazil’s foreign 
policy. 


New Zealand’s Defence 


Policy 
[FROM OUR NEW ZEALAND CORRESPONDENT] 


THREE recent events have caused New Zealand to face the 
realities of Commonwealth defence. These are: the begin- 
ning of compulsory military training in May (the first draft 
of 18-year-olds are now near the end of their first 14 weeks’ 
course) ; the visit, late in June, of the Chief of the Imperial 
General Staff, Field-Marshal Slim ; the Korean War, with 
New Zealand’s immediate endorsement of the action taken 
by the United Nations and its despatch of two frigates to 
the Far East on July 3rd. 


Against the background of these events it is pertinent to 
examine the pattern of New Zealand’s defence policy, espe- 
cially in its broader Commonwealth aspects. The Governor- 
General’s speech at the opening of the first session of the 
new Parliament on June 28th stated: “In the widespread 
uncertainty characterising the international scene, my 
Ministers are glad to recognise in the group comprising the 
British Commonwealth a firm nucleus of strength and 
Integrity of purpose.” 

What is New Zealand contributing to this “firm 
nucleus” ? Its immediate responsibilities are very limited. 
Nevertheless, it has a deep concern for the security 
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of the Commonwealth as a whole and, particularly, 
of the United Kingdom as the heart of the Commonwealth. 
New Zealand’s acknowledgment of its position in the 
Commonwealth is well expressed by the decision to establish 
a system of compulsory military training, which is the only 
means by which New Zealand can ensure, in the event of 
war, that it will be reasonably equipped to make an early 


and effective contribution to the security of Commonwealth 
interests. 


The Danger of Air Attack 


Because of the differing responsibilities of the members 
of the Commonwealth, and the nature of their defence prob- 
lems, it is difficult to make a satisfactory comparison of the 
defence burdens they are each carrying. New Zealanders 
realise that United Kingdom defence expenditure is 
currently, about £780 million a year, or about {15 10s. 
a head. When their compulsory military training scheme 
is fully operative, and when the three Services have 
been developed in accordance with current plans, the cost 
will be about £17 million a year, or £9 10s. a head. 


Although the proportionate cost to New Zealand will be 
less than in the United Kingdom, New Zealand’s forces will, 
for this expenditure, be organised with a view to giving the 
maximum possible assistance in war to the Commonwealth 
and its allies. The point is also made in New Zealand that 
the United Kingdom must spend many millions of pounds 
on defence preparations to offset the threat of decisive 
air attack. Further, the United Kingdom is vitally dependent 
on the security of sea communications, particularly in the 
North Atlantic, where enemy action would doubtless be most 
intense. New Zealand, because of its more isolated position, 
does not consider itself to be similarly threatened. Therefore, 
because of these accidents of geography, New Zealand 
preparations for self-defence are far less costly than those of 
the United Kingdom. 


Numerous developments can be mentioned to give practical 
proof of New Zealand’s concern for the defence of Common- 
wealth interests as well as its own. For instance, New 
Zealand has continued to accept certain responsibilities for 
the defence of Fiji and is giving other forms of assistance to 
certain British Commonwealth territories in the South 
Pacific. When the crisis in Hongkong developed last year, 
the New Zealand Government offered a flight of Dakota 
aircraft which were based on Singapore and operated in 
support of the British forces in Hongkong. In more recent 
months these aircraft have been engaged in supporting United 
Kingdom forces in anti-bandit operations in Malaya. Con- 
tinued assistance to the United Kingdom authorities in the 
Pacific has also been given by the Royal New Zealand Air 
Force flying-boat squadron stationed in Fiji, and by ships 
of the Royal New Zealand Navy during their annual Islands 
cruise. Transport crews were also sent from the RNZAF to 
take part in the Berlin airlift. 


New Zealand is also accepting increasing responsibilities in 
other fields of defence effort. It has undertaken research in 
certain scientific projects suggested after consultation in the 
Commonwealth Scientific Advisory Committee. These will 
be of value not only to New Zealand but also to the United 
Kingdom and other Commonwealth countries. Certain 
responsibilities have also been accepted in the field of intelli- 
gence. In both these fields New Zealand’s activities are neces- 
sarily limited, not so much by the amount of money it is 
willing to spend on them, but rather by its available resources. 


Your correspondent understands from a reliable source 
that: the New Zealand Government is considering the 
presentation to Parliament of a statement on defence policy, 
generally similar in scope to the White Paper on Defence 
which is presented annually in the House of Commons. This 
statement would probably review the general considerations 
on which New Zealand’s policy is based and would, in 
addition, give some detailed information about the strength 
of the Services. 
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ENGINEERING 


The Simon organisation has been export- 
minded for more than half-a-century, 


and since 1945 Simon machinery, plant 









and 








technical services have been sold 













in forty countries. Power stations in 


Abadan and Australia : coke ovens in eight 
countries from Finland to South Africa : 
sulphuric acid plants in Europe, the Middle 
East and the Indies : grain elevators for the 
Argentine Government : flour mills in 
score of countries from Norway to North 
and South America: heavy gears for 
French and Swedish steelworks and South 


African and Mexican cement mills : these 


are examples of post-war export contracts 





undertaken by Simon-Carves, 


Henry 






Simon, Simon Handling Engineers and 












Turbine Gears. 


HENRY SIMON LTD. 
SIMON-CARVES LTD. 


SIMON HANDLING 
ENGINEERS LTD. 


TYRESOLES LTD. 

TURBINE GEARS LTD. 

DUDLEY FOUNDRY CO. 
LTD. 





SANDHOLME IRON CO. 
LTD. 


THOS. ADSHEAD & SON 
LTD. 
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Stand design and construction 
comes naturally to 


OLYMPIA 


It is logical that the home of so many famous 
exhibitions should house a department which 
creates and builds hundreds of stands a year. 
They are produced by Olympia’s own designers 
and craftsmen—for exhibitions all over the 
country or on the Continent. This service is, we 
believe, second to none. Not least amongst its 
features is that wise planning makes prices 


decidedly competitive. 


OLYMPIA LIMITED 


KENSINGTON * LONDON* W.14* TEL: SHEPHERDS BUSH 5366 
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A sensible policy for process steam—No. 15 


Better steam trapping, 
better output economy 


BY SPIRAX 


A fortnight ago we said that in most process steam plants 
a high standard of output economy begins and ends with 
the steam trapping installation. 


Most steam traps will work if the conditions are within 
their range of pressure and discharge capacity. But the 
function of a good steam trapping installation is not 
merely that it shall work, but that it shall get the greatest 
efficiency and output from the plant it is controlling. 


A first consideration is that the steam trap should be 
of the correct type for the conditions of the particular 
process or equipment. Secondly, it should be installed 
in such a position that it can work at full efficiency (an 
elementary precaution so often overlooked, with costly 
results). To protect the valve from pipe scale, there 
should be a strainer in front of the trap. To keep visual 


check on its operation there should be a sight glass at 
the outlet. 


Those prosaic details are fundamental to the output 
economy of process steam plant. 


Correspondence to: Spirax Manufacturing Co. Ltd. 
(Economist Enquiries), Cheltenham, Glos. 
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THE BUSINESS WORLD 





Productivity 


HE only defect in Mr Gaitskell’s review of the pro- 
gress of industrial production and new capital 
investment on Tuesday was in its timing. Productivity 
is rising ; the question is whether it is rising fast enough 
to meet the additional burdens on defence that were 
disclosed on Wednesday in Parliament. There are diffi- 
culties in measuring physical production accurately ; but 
the official index shows a rise of 9 per cent in the first 
five months of this year, compared with the same period 
of 1949, and such a result is not repugnant to ordinary 
observation. Total output is rising, and at a moderately 
increasing rate ; productivity, as defined by the official 
figures (the qualification should always be made), is 
increasing, not quite so fast because the labour force 
itself is expanding, but at a rate approaching 6 per cent 
compared with 34 per cent assumed in the “ Economic 
Survey.” These are the fruits of an economy working 
at high pressure, and now enjoying the first benefits of 
the postwar industrial investment programme. There is 
room enough for argument whether industry has obtained 
a big enough share in the capital programmes of recent 
years, and whether there has not been excessive emphasis 
on certain primary industries under the Government’s 
more or less direct control. 


With all necessary qualifications, however, the rise in 
output and productivity in the main sectors of British 
industry is encouraging. In truth, it is no more than 
the country needs at this moment of high political and 
economic strain. At a rough calculation, the additional 
output this year may be worth some £250 million. This 
is the sum which was reported some weeks ago to be 
“on offer” to the unions in relief of the wages freeze. 
How it will in fact be shared between wages (that is, on 
consumption), exports (to meet the higher cost of imports 
since devaluation) new investment and finally new 
defence expenditure is not easy to determine from 
the Government’s statement on Wednesday. Once 
again, the British economy finds itself working more or 
less full out, but with nothing to spare because new 
burdens have overtaken the rise in output. 


* 


It is still necessary, therefore, to look deeply at the 
causes of increased productivity in the last year or two, 
and to assess the chances of much more rapid progress 
in the future. The British economy is still at the stage 
where ideas about productivijy are much more 
common than their application. ‘This is not entirely a 
matter for criticism ; it is barely two years since the 
formation of the Anglo-American Council on Produc- 
tivity was greeted with no small suspicion in certain trade 
union quarters. In that time, a series of reports on 
American industrial practice has been published (this 
week produces another example dealing with pressed 
metal industries) all of them interesting and some of 
them excellent in their exposition of the sources of high 
productivity in the United States. It is, indeed, princi- 


and Labour 


pally the success of this venture in comparative industrial 
study that has led the Committee on Industrial Produc- 
tivity (set up in 1948 under the chairmanship of Sir 
Henry Tizard) to write its own obituary notice in a 
report submitted to, and accepted by, the Lord President 
this week. Twenty-four productivity teams made up 
of representatives of management and labour and seeing 
American industry at first hand are bound to make an 
important contribution to the discussion of ideas about 
productivity. 


The reports already published have become almost 
repetitive in their appraisal of American industrial 
achievements. The American worker is served with a 
more ample supply of power ; his task is lightened by 
power tools and lifting devices ; he takes particular pride 
in new machinery, and adapts himself quickly to new 
arrangements on the shop floor ; he is often, by craft 
standards, unskilled, but is able to make the most of his 
productive effort because of the skill of production 
engineers. All these technical factors, together with the 
competitive instincts of all ranks of American society, 
are the things that strike the British seeker for the secret 
of America’s industrial superiority. Among the many 
common features in these productivity team reports, it is 
perhaps the emphasis on human attitudes towards work 
and standards of living that is most impressive. Given 
all the technical advantages of superior equipment and 
more power, it is still these attitudes that count most. 
This is a point properly recognised in the swansong of 
the Committee on Industrial Productivity*. 


We doubt whether the importance of the human side of 
the problem has even yet been given sufficient recognition. 
Technical improvements cannot achieve their full effect 
if the necessary human relations are lacking. . . . In any 
“real life” situation in industry, human and technological 
factors tend to react so decisively on each other as to call 
for joint consideration. 

Human factors are by no means the sole interest of the 
trade unions, but they colour much union thinking on 
productivity. If it is true that “stability” has been 
achieved in economic affairs and the secrets of full 
employment policy have been mastered, how can the 
British trade unions address themselves to the task of 
increasing productivity ? In an illuminating report and 
series of recommendationst, a team of British trade union 
officials who visited the United States at the end of last 
year offer their conclusions on the role of American 
unions in increasing industrial productivity. They pose 
the problem squarely enough ; it is 
to find ways and means of increasing productivity—a 
problem concerned mainly with industrial policy and action 
as distinct from the political pressure to achieve full employ- 
ment and economic stability. 


They are convinced that some American unions do make 








* Second Report of the Committee ‘on Industrial Productivity. 
Cmd. 7991. HMSO. 4d. 
t+ Trade Unions and Productivity. TUC. 2s. 6d. 





i 
rd 
a 

















228 


a valuable contribution towards higher productivity. 
The wide differences in unionism in the two countries 
have to be recognised at the outset. The industry- 
wide wage contract is rare in the United States, and the 
contract between a union and a single company is 
common. There is closer contact between American 
union “locals” and the plants they serve. Sometimes 
the plant pays union representatives to handle union 
business on the spot ; there are 263 representatives of 
the United Automobile Workers attached to the sixteen 
branches of the Ford plants, paid by the Ford company 
to look after the interests of 11,000 union members. 
The American unions purport to refuse to accept time 
study, job evaluation and other techniques of “ scientific 
management ” (always referred to in quotation marks in 
this report) but, in fact, they are accepted as at least a 
first guide to the measurement of work, and are frequently 
cross-checked by union technicians in testing the con- 
tentions put forward by management. On this the 
report concludes: 


Sooner or later, unions will, we think, have to accept 
work standards in spite of their present determination not 
to do so. . .. Eventually management and unions will adjust 
time study ratings and the “reasonable day’s work” until 
they produce nearly similar results... . A particular feature 
about the concept of a “reasonable day’s work” is that it 
precludes opposition to mew production techniques. 
Changes in production methods are not used as an excuse 
for presenting wage claims. Operatives, though working 
differently, will work no harder than previously. 


This is a judgment about the prospects before American 
trade unions. It follows directly that wage claims will 
be based on a due share of profits and increased produc- 
tivity, and not on the physical character of a particular 
job. The object is to establish a norm of reasonable 
effort, and then to break down the production process 
so that the norm is not exceeded. (At the Unilever 
meeting this week, Sir Geoffrey Heyworth disclosed that 
the adoption of such standards in the Unilever organisa- 
tion has raised “ normal” productivity by 30 per cent.) 
The American unions are not proximately concerned 
about higher productivity; that is the function of 
management, and if union policy makes labour dear, 
then employers are stimulated towards greater efficiency. 
This is perhaps a slightly romanticised view, as are the 
examples of improved efficiency forced upon incompetent 
managements by energetic union officials. But there is 
an element of truth in it, and there is no doubt about 
the American worker’s sense of pride and fulfilment in 
using modern machinery. 


There is a paradox in American systems of payment. 
Hourly wage rates are generally preferred to piece rates 
and incentive schemes ; only 30 per cent of the operatives 
in manufacturing industries are on piece work or incen- 
tive systems. This may contain a lesson for British 
industrial relations, for in recent years it has been com- 
monly assumed that incentive payment schemes are all 
that is necessary to solve the trick of higher productivity. 
The report suggests that three factors account for the 
unions’ preference for time rates ; their suspicions about 
allocation of work ; their willingness to work to a pace 
set by the speed of machinery or assembly lines ; and 
their unwillingness to let employers “ shift their business 
risks on to their employees.” Of these three factors, the 
second is almost certainly the most important, and it is 
the American worker’s willingness to change his task and 
accept new production methods that makes it so. 
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What lessons are to be learned from American trade 
union experience ? Home after its journey, the team 
is quick to underline the differences, as it sees them, in 
the circumstances of trade unionism in the two countries. 
There is a rather sententious reference to the respon- 
sibilities that the British trade union movement has 
adopted in the policy of wage restraint. “ Nor is there 
full employment, as we understand the phrase, in the 
United States”—surely a perplexing conclusion, 
American industry is not under the same pressure as 
British industry to keep prices down—though it oddly 
succeeds better than we do. There are criticisms 
of the past unwillingness of British management to culti- 
vate efficiency and to provide enough mechanical power, 
and they have force. And it is hard to resist the con- 
clusion that, given full employment (particularly “ full 
employment as we understand the phrase”), industry- 
wide wage increases would not necessarily lead to greater 
mechanisation and higher productivity. But the final 
conclusions are sensible and enlightened. First, unions 
must accept responsibilities as well as claiming their 
rights ; they must be prepared to co-operate with manage- 
ments that are trying in a reasonable way to use moder 
production techniques. If unions are willing to 
co-operate in incentive schemes and specific work loads, 
they havea right to see that work loads are reasonable and 
that incentives have a proper chance to operate ; they 
must, therefore, be able to demonstrate by acceptable 
principles of production engineering any deficiencies of 
factory organisation and production methods. And 


finally a more positive approach to problems of redun- 
dancy is needed :' 


A rising standard of living can only be achieved by 
increasing productivity obtained from _ labour-saving 
machinery and technical processes and working skill. 
Redundancy, therefore, is inevitable unless increased produc- 
tion enables immediate reabsorption ; but redundancy is not 
unemployment where full employment exists. Considerable 
emphasis is placed upon labour mobility and _ flexibility 
because it is becoming increasingly recognised that full 
employment means that there are more jobs than workers, 
rather than providing the redundant with jobs at the same 
trade and wage rates in the same locality. There are limits, 


in effect, to the distribution of industry based only on local 
social need. 


Such ideas are not new ; but it is nevertheless astonishing 
that they are now being put forward by trade unionists 
for the sober consideration of their colleagues. The real 
weakness on the trade union side—a weakness that has 
hampered the fruitfulness of joint consultation—is the 
lack of expert knowledge of production problems, 4s 
distinct from process problems. ‘‘ We are not unaware’ 
says the report in a concluding statement, “of the 
financial implications to unions of these recommenda- 
tions.” Expert technical knowledge is expensive, and 
the advantages of such a service to the trade unions will 
seem remote, even though they may be considerable. 
The matter now rests with the unions and the TUC. 
Experience has not encouraged the belief that the trade 
union movement has a policy for higher productivity or 
is anxiously preparing to develop one. The human 
attitudes of the unions are still conditioned by suspicion 
and inertia ; it is not management alone that is to blame. 
But here is a fair challenge, not from Government, 
management, or economists, but ‘from fellow trade 


unionists. It is surely too important for the unions and. 


Transport House to ignore. 
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Radio-Isotopes in Industry 


MMEDIATE industrial benefits are not to be 
expected from the atomic energy programme. It may 
well take ten years to work out the problems of appiying 
atomic energy in commercial power plants. But from 
the two main lines of research—arms and power pro- 
duction—one important by-product is already emerging. 
This is the production of radio-active materials in the 
larger of the atomic piles at Harwell. These materials are 
tools for laboratory research, but they also have interest- 
ing industrial applications—not, indeed, in the direction 
of revolutionary changes in manufacturing technique, 
but rather in the improved accuracy and efficiency of 
certain familiar industrial processes. The development 
of these materials has not gone very far, for the producing 
pile itself came into operation only fifteen months ago ; 
not until the past few months have these new radio-active 
materials been available in any quantity. 


A radio-active isotope can be very roughly defined as 
a particular form of an element—say carbon—that is un- 
stable and gives off particles as it returns to a stable con- 
dition. It continues to be radio-active until it has become 
stable ; the process may take a few seconds or millions 
of years. Such radio-active isotopes are produced inci- 
dentally in the process of generating atomic energy. 
Minute quantities of such materials will emit radiations 
sufficiently strong to be detected by measuring instru- 
ments even when they are greatly diluted with stable 
forms of the same element. If the proportion of radio- 
active to stable material is known, these materials can 
be used to analyse many physical, chemical and biolo- 
gical processes. Knowledge so gained is bound even- 
tually to advance the techniques of industry and medicine 
in fundamental ways, though it is impossible at this early 
stage to guess where it may lead. Experience is scanty ; 
highly trained physicists are needed to evolve techniques, 
and hazards to health can arise if radio-active materials 
are accumulated in any quantity. For the present, the 
use of radio-active materials is unpractical in a number 
of industrial processes in which they would be valuable 
in theory. 


Certain broad lines of development are, however, 
already becoming clear. The “ tracer” technique of the 
laboratories is being successfully applied to check the 


efficiency of individual machines and processes. Here are 
some examples. The addition of small amounts of radio- 
active gas in the atmosphere showed up without much 
difficulty defects in the ventilation of an asbestos plant. 
Unnecessary losses of material have similarly been traced 
in spray-drying towers. Tests in the textile industry 
have included the addition of radio-active material to the 
oils that are used to coat nylon and rayon fibres during 
production. In this process, the density of the oil coating 
and the evenness of its spread are both important. The 
radiation from isotopes added to the oil measures both 
conditions by the marks it makes on a photographic film ; 
on the evidence so obtained the plant can be re-set if 
necessary. Photographic film can often be of service when 
a measurement of thickness or penetration is required. 
In calculating the penetration of lime into leather to see if 
the lime-coating stage of tanning could be safely omitted, 
successive layers of leather were shaved off and the 
degree of blackening on the film at each stage showed 
how much of the radio-active material—and so how much 
lime—had penetrated to a given depth. The same tech- 
nique can be used to measure the penetration of a coating 
on metal. 


* 


Whether such methods of production control are 
adopted depends on alternative forms of control that may 
exist. Often there is no alternative ; tracer methods some- 
times make possible the identification of the presence 
and concentration of a material where chemical and 
physical methods fail. Thus in the case of oil coating on 
fibres, measurement can show the amount of oil used on 
so many yards of yarn, but it will not establish the thick- 
ness of the coating nor its evenness. In other cases, the 
new techniques are much faster than existing methods. 
For instance, the primary purpose of lubricating oils 
is to reduce wear, and oil companies perform intermin- 
able tests on machinery under different working condi- 
tions and with different oils. The Shell Research Centre 
recently sent a pair of wire-drawing dies to Harwell, and 
had them irradiated in the pile. When the wire was drawn 
through the dies, the amount of radio-activity present 
in the coating oils on the drawn wire gave an accurate 
measure of the wear on the die. The drawing of 200 
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yards of wire gave a conclusive result ; under normal 
conditions, such a result could have been obtained only 
by operating a plant for a year. Similar methods have 
been used to measure wear on bearings. Whether they 
can be extended to measure engine wear remains to be 
seen. If the test time for each oil formula could be re- 
duced from the present average of twenty days’ con- 
tinuous running, a developed lubricant could be marketed 
sooner, and at much lower cost for research. But in these, 
as in many other applications, there are real practical 
difficulties in carrying out the research although in theory 
the application may be simple. 


* 


Radio-isotopes can be used under certain conditions 
for process control. Fractional amounts of radio-active 
sulphur and phosphorus added to a steel melt give a 
radiation strong enough to be detected in the furnace. 
When the counter no longer signals the presence 
of the radiation, it can be assumed that no sulphur or 
phosphorus remains in the furnace. The presence and 
final removal of carbon can be detected in the same 


“way, by using a carbon isotope. It is possible to treat 


sulphur in the course of rayon processing in the same 
way. This particular kind of use is limited by the neces- 
sity of making sure that the radio-isotope is entirely 
removed during the course of the process. If there were 
any radio-active residues in the final product, however 
slight, the total amount of radiation that might be emitted 
in a machine shop or in storage and transport would be 
too high to be desirable. This point emphasises the main 
risk of using radio-isotopes as “tracers.” The risk can 
always be met by shielding, but the cost and inconve- 
nience of protection soon becomes so great that they out- 
weigh the advantages of using isotopes. Most isotopes 
emit harmless radiation and where some local risk is 
involved, the particular section of the plant can be easily 
screened. The serious health hazard is not an occasional 
over-dose of radiation, but that some particle of radio- 
active material might be inhaled or ingested. As long as 
such a particle is inside the body, the tissues will be 
directly exposed to continuous radiation. 


When the control system does not depend on the 
mixing of radio-isotopes with the process materials, the 
precautions are quite simple. For example, a gauge is 
now being sold which measures the thickness of sheet 
materials. The principle on which it works is to compare 
the degree of radiation that will penetrate a sheet of stan- 
dard thickness with the radiation that passes through 
the sheet material being produced. The counter will 
show whether more or less than the standard amount of 
radiation is coming through—in other words, whether 
the sheet is thinner or thicker than it ought to be. It is 
possible to calibrate the rolling machines to the counter 
so that they correct themselves automatically. The radia- 
tion method easily gives accuracy of control to within 
I per cent over the thickness of sheet materials, and 
this is invaluable for types of sheeting which cannot 
be measured by contact methods without injury to the 
surface. It is estimated that £10,000 of material can 
be saved a month in the large scale production of plastic 
sheeting against a capital outlay of £200 on the gauge. 
By a similar method the filling of cartons can be controlled 
by placing a source of radiation on one side of a moving 
belt of cartons and a counter on the other. The radiation 
does not penetrate the full cartons but passes through 
any unfilled sections to the detector. Another application 
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in the iron and steel industry—and one of more imme- 
diate importance than that already mentioned—enables 
the iron and steel producer to keep himself informed of 
the state of wear of his furnace linings. In the lining of 
some of the new blast furnaces a plug of radio-actiye 
material has been incorporated for this purpose. 


In another field radio-isotopes are expected to have 
far-reaching effects. In certain industrial processes— 
for instance in the reeling of paper in paper mills—there 
is a serious danger of electro-static charges getting out of 
hand and causing a threat of fire or serious explosions, 
and the methods of eliminating “ static” that depend 
on high voltage charges are not considered wholly 
reliable. Radiation from a radio-active source can ionise 
the air and thus remove any “ static ” as soon as it forms. 
An entire room or an area round a machine can be ionised 
according to the way in which the “ static” builds up. 
When this ionising technique is fully developed, it should 
be possible to drop some of the present precautions: it 
may, for example, be possible to run rollers at a higher 
speed. 


A number of relatively limited uses has been 
developed to meet individual problems not likely to 
occur generally in industry. As knowledge of the proper- 
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ties of radio-isotopes spreads, such specialised applica- 
tions are bound to increase. They provide, for example, 
a method of gauging levels inside sealed containers or 
fractionating columns, of tracing different oils through 
pipe lines or locating stoppages in them. Some laboratory 
results suggest that radiation might eventually be used to 
induce certain chemical reactions but this, if feasible, is a 
distant prospect. 


® 


Although the use of radio-isotopes is not wide- 
spread, their applications in this country seem to be 
as advanced as in the United States. One reason 
for this favourable comparison is that American firms 
have to publish results of their use within six months, 
and thus present their competitors with any advan- 
tage they may have gained. British firms can keep 
their results secret if they wish. Even so, ut 
familiarity with nuclear physics, on which the tech- 
niques are based, would appear to be holding back 
many firms that have pioneered more complex fields 
of chemical research. A physics division in a large 
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industrial plant is still a novelty. To staff it adequately 
a first-class nuclear physicist—a rarity—two well-quali- 
fied assistants and laboratory staff are needed. Few firms 
have made appointments on such a scale. Research 
budgets are already high, and it is not easy to persuade 
boards of directors to increase them, particularly as it 
appears from the broad field of applications described 
that radio-isotopes do not usually confer upon a firm 
an appreciable technical lead over its competitors. 


* 


Present conditions—the high cost of research in an 
unfamiliar field, with prospects of only moderate 
reward—suggest that development may best be left to 
specialists working as consultants. The isotope division 
at Harwell, which is responsible for the production and 
handling of the materials, has done much to provide 
such a service. But a strong and respected body of 
opinion considers that work on the relatively 
“frivolous ” problems of industry wastes the talents of 
men of the calibre needed to solve more fundamental 
problems in the application of nuclear physics. Harwell 
has great difficulty in finding skilled physicists at salaries 
considerably below those offered by the Universities or 
by industry ; hence there may be a real problem in the 
practical application of isotopes through sheer shortage 
of technicians. The isotope division at Harwell has been 
supplying free advice to any firm, and charging on the 
basis of time taken for any experiments carried out on 
the firm’s behalf. Although many firms seem to baulk 
at paying £50 to £100 for experiments—even with a 
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good prospect of success—the arrears of work are so 
large that no new work is being taken on until the old 
is cleared. The formation in March of a private con- 
sultant firm, Isotope Developments Ltd., will expand 
these services for industry ; in addition this new company 
manufactures and instals the necessary equipment. It is 
hoped that Isotope Developments, which has been 
financed by seven large firms, will be able to deal with 
most of the research and inquiries that do not need daily 
access to the atomic pile. 


Certain general techniques for using radio-isotopes 
have now been evolved. The next step is to establish the 
production problems that are open to solution by these 
methods, and to bring them to the notice of the plant 
engineers and the physicists. Valuable work has been 
done at Harwell for firms that have gone to the isotope 
division without a very clear idea of what they wanted, 
but such direct simplicity may not suggest itself to others. 
The Harwell exhibit at the British Industries Fair 
proved an excellent method of public education but 
it cost the disruption of routine work at Harwell to 
arrange and staff the stand. Next Easter, the isotope 
division hopes to start training courses of 6-8 weeks in 
the handling and use of radio-active materials for tech- 
nicians. These will be held outside the boundaries of 
the main plant ; thus some of the security regulations 
need not be enforced and pupils can be accepted from all 
over the world. This promises to be one of the most effec- 
tive methods for overcoming the prevailing ignorance of 
nuclear physics among engineers and chemists in 
industry. It should make the introduction of radio- 
isotope techniques less of a leap in the dark. 
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FINANCE AND 
OVERSEAS TRADE 


The financial arrangements involved in 
trading with countries overseas can 
present many complications. The Three 
Banks Group has wide experience of 
this aspect of modern Banking practice, 
and with many important contacts over- 
seas is particularly well placed to 
handle such problems and tender advice = 
— _ based on accurate knowledge of local = 
conditions. The need for increased 
exports is leading to considerable 
expansion of the Group’s activities in 
this direction. 
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FINANCE CORPORATION LTD. 







I.C.F.C. was set up in 1945 by the English and 
Scottish Banks, with resources of £45,000,000, 
to supplement existing facilities by providing jj 
an accessible source of share capital and long 
term funds for well conducted businesses ot 
small or medium size. It applies to all pro- 
posals the usual canons of sound finance and 
is not averse from supplying risk capital. 

I.C.F.C. so far has made available over 
£19,000,000 for British Industry, divided 
among more than 290 concerns of many kinds. 
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Business Notes 


Warm War and Markets 


While Mr Shinwell was describing the make-up of the 
first instalment of £100 million to be added to the bill for 
defence, rubber was shooting up to over 3s. a pound and tin 
established a new peak at £732 a ton. These movements 
owed rather more to events abroad than to events at home. 
Singapore’s excited response to the suggestion that the 
American Government would step in to make pre-emptive 
purchases of rubber was not matched in London, where the 
possibilities of a bulk contract and a ceiling price were recog- 
nised. Nor was the continued boom in the prices of primary 
commodities accompanied by any particular reawakening of 
interest in equities. The shadow cast at the week-end by Mr 
Strachey’s remarkable “warning” that the burden of 
increased defence expenditure should be spread “ fairly 
among all the classes of the country and that the well-to-do 
classes pay their full proportion . . . very differently from 
the way it has been undertaken in the past” hung heavily 
over all sections of the market. 


The burden—or the first dose of it—is a good deal less 
burdensome than many people had expected. Of the 
projected £100 million, only part is likely to be spent in the 
current financial year. Increased productivity (always assum- 
ing that there is no increase in consymption and that civil 
capital expenditure is kept within the projected bounds) may 
be able to furnish a sizable part of the required resources. 
From Mr Shinwell’s outline, it seems possible to infer that, 
at this stage, the enlargement of defence requirements will 
not result in any form of extreme competition for resources 
now fully committed to home and export requirements. The 
aircraft industries (whose position is described in a succeeding 
note) can take up a fair amount of slack after the cuts in 
orders made only a few months ago. Specialised equipment 
and weapons might be more difficult to provide without 
impairing civil output of certain ranges of engineering and 
electrical production, and any major expansion of military 
transport would be quickly reflected in car supplies to the 
home market. The shipbuilding industry will not, it seems, 
be called upon for any great effort of new naval construction, 
but the fitting out of ships with improved armament and 
technical equipment will occupy marine engineers and 
fitters. 


But all this is a very conjectural estimate of the conse- 
quences of the first stage of the job that has to be done. The 
new weapons to which Mr Shinwell referred are in the 
research and development stage; when they begin to flow in 
quantity they will entail a much heavier bill than that pre- 
sented to the nation this week. To suppose that this bill 
can be met solely by relying on increased productivity (with 
all other commitments for consumption, exports, industrial 
capital investment and the Government’s social programmes 
unchanged) would indeed be fanciful. Investors therefore 
have the awkward problem of guessing the future course of 
the Government’s financial policy. Mr Strachey’s implicit 
suggestion of a capital levy is a piece of masterly economic 
irrelevance—though that, unfortunately, does not put it 
entirely out of court. Obviously the precarious balance of 
inflationary forces and disinflationary policy is going to be 
rudely disturbed before very long. And despite the Chan- 
cellor’s claims to the contrary, there is no margin of taxable 
capacity that can be tapped without causing further infla- 
tionary pressure or producing political difficulty from a large 
section of the Government’s own supporters. Direct physical 
controls and heightened inflation may well be livelier possi- 
bilities than a studied attempt to disinflate the economy to a 
sufficient extent to accommodate the new defence needs. This 
phase of the warm war may not be allowed greatly to disturb 
the gilt-edged market ; but for equities the possibilities of 


taxation and industrial changes caused by the defence pro. 
gramme are likely to dominate market conditions for many 
months. 


x * x 


Aircraft Production and Orders 


The international crisis has removed the threat of 
economy cuts from the aircraft industry, and the more rapid 
placing of orders can be expected. In particular the provision 
of reserve fighter aircraft will be (the Minister of Defence 
said on Wednesday) “one of the biggest items in the 
additional £100,000,000.” But the timing and placing 
of orders depends on the rate of progress which indiy:dua! 
firms can make with the aircraft which they have 
under development. De Havilland will for some time be 
fully occupied with building the engine and airframe for 
the Venom fighter which is now replacing the company’s 
Vampire. The main concern of the Hawker Siddeley group 
continues to be the Meteor fighter in its various forms. The 
Meteor is primarily a product of Gloster Aircraft but another 
member of the group, Armstrong-Whitworth, has developed 
and is building the night fighter version. Hawker Aircraft 
has developed from the turbo-jet Sea Hawk the supersonic 
fighter known as the P.1052. This is purely a development 
aircraft not likely to be put into production. It has been used 
to provide data for a more advanced design, the P.1081, 
which has only recently made its first flight and is intended 
to serve as the prototype of a production model once its 
flight trials have been completed. 

Vickers is in a similar position. The company is building 
a new trainer for the RAF and completing the reduced order 
for the Valetta transport. The turbo-jet Attacker is in pro- 
duction for the Navy and from this aircraft has been 
developed the supersonic Supermarine 510. Whether the 519 
will prove, like the Hawker P.1052, to be merely a stepping- 
stone to further development or whether it will go into pro- 
duction in its present form is not yet clear. Both de Havil- 
land and Avro have had misfortunes with the flying-wing 
type of aircraft, but experimental work on designs of this 
kind is likely to continue. 

New types are being developed for production by a number 
of firms which have not been visibly active in recent months. 
Deck landing trials have recently been made by three anti- 
submarine aircraft built by Westland, Fairey Aviation and 
Blackburn and General Aircraft. This latter firm also made 
the first flight of its big military freighter a few weeks 2g0. 
Fairey Aviation still have in production their piston-engined 
Firefly ; their new anti-submarine aircraft has Armstrong- 
Siddeley’s double Mamba engine. Developments by Arm- 
strong-Siddeley, particularly in turbo-prop engines, have 
been a feature of the past year. Development by Bristol 
Aeroplane of similar big turbo-prop engines has been slower, 
and after developing the turbo-prop Dart, Rolls-Royce have 
concentrated wholly on turbo-jet engines. The Westland 
anti-submarine aircraft also uses an Armstrong-Siddeley 
engine. 

_ The most serious gaps in ptoduction and development are 
in bombers and long range fighters. Gas turbine engines 
with their high fuel consumption, have tended drastically 
to reduce the effective range of aircraft. Disposable fuel 
tanks increase range but curb performance. The fighter 
developed by Avro Canada is the only long range jet fighter 
in the world about which any information is available. There 
is the same gap in bomber production. Development of gas 
turbine bombers has been slow. The English Electric 


Canberra is not expected to have a t range, but ne 
piston-engined bomber can now fly aa they once could) 
above the operating ceiling of modern jet fighters. 
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Electricity in The Commons 


Interest is bound to be aroused by the remarks of the 
Minister of Fuel and Power in the Commons on Tuesday 
about the “constant, urgent drive” that is required (and, 
he implied, that is going on) for the better spreading of 
the electricity load over night and day. Mr. Noel-Baker 
said that “ the best brains of the industry ” had been devoted 
for many years to this problem of the peak. These brains 
had induced industry to carry out certain processes at night 
by the offer of cheaper current. Experiments were taking 
place with “a storage fire or radiator” to replace some of 
the electric fires that add 10 per cent to the load on a cold 
morning. Electric battery vehicles were another possible 
way of giving a big night load. The Minister added an 
unexpected note of congratulation: 


I am glad that the authority are constantly putting more 
resources into research, especially research into storage 
batteries, on which I believe an intensive effort is required, 
and into other storage and control devices which might give 
real results in relation to the problem of evening out the load. 


* 


This pat on the back may well have come as a pleasant 
surprise to the British Electricity Authority, which, if it has 
really been pursuing any systematic inquiries along these 
lines, has been extremely modest about mentioning them. 
The last annual report gave some particulars of the authority’s 
research activities on such matters as the life of insulators 
and the corrosion of transformers and transmission lines. But 
the list of these activities, though admirable in many ways, 
contained very little suggestion of anything designed to 
even out the load. The exception is a survey of the charac- 
teristics of traction batteries, which appears to be based 
on observation of the authority’s own fleet of 350 battery- 
driven vehicles in action. But this is a small and well-trodden 
corner of a large field. What other forms of storage— 
whether of water-power, current, or heat—are being studied ? 
On what contol devices designed to even out the load is work 
going on, and what is the nature of the work? It is not 
only surprising to hear of these activities from the Minister 
when the authority has been silent about them ; it is also 
surprising that they need to be made the object of technical 
research at this stage at all. Plenty of devices for storage 
and control are known to exist, and it had been supposed 
that the outstanding questions concerned their commercial 
application and not their technical character. 


It would be useful to know more about all this. Or was 
Mr. Noel-Baker adopting a tactful method of suggesting to 
the BEA the directions in which it might with advantage 
turn its energies? 


* * * 


The Super-Grid 


The British electricity grid, most of which was con- 
structed between 15 and 20 years ago, transmits current at 
132,000 volts. This was not a remarkably high voltage even 
when the grid was constructed, and as the supply of electric 
power has grown the need for a more powerful grid has 
become apparent. Clearly, also, a policy of national integra- 
tion of power supply—one of the policies that the British 
Electricity Authority was created to carry out—is likely to 
call for the bulk transmission of power over distances on an 
increasing scale. For these reasons the authority’s decision 
to start now on the building of a new grid for the trans- 
mission of power at 275/300 kilo-volts is not likely, perhaps, 
to be questioned in spite of the many other pressing demands 
on the authority’s resources. The first pylon on the first 
stretch of the new grid has now been erected; this stretch of 
line will connect Staythorpe, on the Trent, with Sheffield, 
and will take two to complete. An experimental 
‘tretch, half a mile long, has already been built at the BEA 
research station at Leatherhead, so that the problems of 
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maintaining the line and of loss of power can be studied. 
The project was first evolved by one of the authority’s 
predecessors, the Central Electricity Board. 

Electric power engineers have been greatly preoccupied in 
recent years with extra-high voltage transmission, and a 
number of countries have gone much further in this field 
than Britain has gone. In Germany the Rheinisch-West- 
falische Elektrizitatswerke began in 1923 the construction 
of a long-distance transmission system designed to carry 
power at 400 kV between the Lower Rhine and the Austrian 
hydro-electric stations. This company’s line from Bludenz 
(Vorarlberg) to Brauweiler, near Cologne, was built to carry 
400 kV, though it has not yet been used for more than 
220 kV. The completion of the project, and its possible 
extension into a European grid, have been actively canvassed 
in the last year or two. A line to be operated eventually at 
380/400 kV has been completed in France, and similar lines 
are under construction in Sweden ; one of these will carry 
hydro-electric power at 380 kV over a distance of 600 miles 
from the north of Sweden to the neighbourhood of Stock- 
holm. In the United States the line from Boulder Dam to 
Los Angeles works at 287 kV, but American plans for more 
powerful lines are well advanced. 


Britain, though less concerned than most countries with 
the transmission of power over great distances, has to watch 
carefully for the moment when it becomes cheaper to 
transmit electric power than to transport coal. This change 
may well revolutionise location policy for power stations in 
Britain ; the Minister of Fuel and Power suggested in the 
Commons debate on Tuesday that more power stations 
might soon be located at pitheads to serve relatively distant 
consumers. The significance of the new grid is itself more 
limited. When it is complete (though this may not be for 
ten years or even more) it will form a bulk transmission 
system stretching from the London area to central Scotland. 
The first stretch of some 40 miles will carry power to 
Sheffield from the big new station at Staythorpe. A second 
new station is also to be built at Staythorpe, giving a com- 
bined capacity there of 720 megawatts, and the line to 
Sheffield will be exteftided to Tees and Tyneside, districts 
in urgent need of more ample power supplies. 


+. * * 


Italy’s Sterling Balances 


At its latest meeting, the Anglo-Italian Economic Com- 
mittee discussed the problem of Italian sterling balances in 
the light of the European Payments Union arrangements. 
In the communique issued after the conclusion of the talks, 
no detailed information was given of the arrangements that 
are to be made for the utilisation and funding of these 
balances. It can be disclosed, however, that the agreement 
provides for the separation of the existing balances (which 
amount to about £70 million) into two parts. In the first 
place, £20 million is to be made available for current use. 
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It will be open to Italy to draw on its balances to this amount 
over the next two years in order to complete its compensa- 
tions under EPU or to meet a direct deficit in the balance of 
payments between Italy and the sterling area ; an important 
point to note is that Italy will have the right to use this £20 
million even though it is in credit with EPU as a whole. The 
remaining {£50 million of Italian balances are being set aside 
to finance long-term capital projects involving the use of 
machinery imported from the sterling countries. This 
arrangement is a pendant to a programme of industrial 
expansion recently launched in Italy with government 
support. 


When EPU was being negotiated the British Government 
stated that any sterling balances held by other participants, 
whether funded or not, would be available to meet any deficit 
incurred by these holders with EPU as a whole. This 
promise remains applicable to the whole £70 million of 
Italy’s sterling balances. If, however, such use of sterling 
balances results in gold losses to Great Britain, the indemnity 
given to Great Britain by the Economic Co-operation 
Administration will immediately come into play. Agreements 
remain to be negotiated for dealing with Portuguese and 
Swedish sterling balances and it would cause no surprise if 
these were to follow the lines of the arrangements made 
with Italy ; the Portuguese, indeed, already have the greater 
part of their sterling funds earmarked for capital expendi- 
ture by an agreement negotiated with Britain four years ago. 


At last week’s meeting, the Italian and British representa- 
tives also decided to renew their current payments agree- 
ment until September 30th next. This short extension is 
intended to give both parties a little more time in which to 
assess the full effects of EPU and to ascertain how the 
detailed EPU convention emerges from the process of codifi- 
cation which it is now receiving at the hands of the lawyers. 
This extension of the Anglo-Italian payments agreement 1s 
not to be taken to mean that in, their renegotiated forms, the 
British payments agreements with members of EPU will still 
incorporate clauses providing for unlimited extensions of 
credit as in the case of the present agreement with Italy. 


* oe * 


Prescription for South Africa 


When Dr de Kock, the Governor of the Reserve Bank 
of South Africa, addressed its annual meeting in 1949, the 
Union’s foreign exchange reserve was dwindling danger- 
ously towards vanishing point. When he addressed the 
annual meeting last week, the reserve had risen to 
£147 million—a level at which it should be well able to 
withstand any immediate demands for foreign currency made 
upon it. The main influences behind: this. recovery have 
been the rise in the sterling price of gold consequent upon 
devaluation and the imposition by South Africa of swingeing 
import restrictions last year. 


The main burden of Dr de Kock’s address, however, 
was that this welcome rise in exchange reserves must not 
deiude the Union into supposing that if can now throw its 
bonnet over the windmill. South Africa, he pointed out, was 
still a developing country—and one whose development very 
largyly depended on an inflow of foreign capital and technical 
knowledge. About the capital needs of the new mining 
ventures, it is true, Dr de Kock seemed surprisingly opti- 
mistic. These ventures, he said, had already succeeded in 
securing the whole or most of the capital they required to 
reach the production stage and, if new capital were still 
needed thereafter, he believed they would be able to finance 
expansion largely out of profits. Industrial expansion, how- 
ever, also largely depended on an inflow of foreign capital ; 
now that the United Kingdom could not provide as much 
as it used to do, the Union would have to adopt new methods 
of raising capital in the United States and Switzerland. The 
main prerequisites for attracting foreign investors were to 
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assure them that the Union would be able to meet any 
demands made on it for foreign currency during the next few 
years and to prevent inflationary pressures from hoistigs 
internal costs to a burdensome level. His prescription wa, 
therefore that imports and inflationary spending must still b- 
kept on a tight leash. 


* * * 


Trade in the Second Quarter 


The final figures for overseas trade in June fill in the 
details of the picture sketched here when the provisional 
figures were announced a fortnight ago. The rise of nearly 
£10 million (to £238} million) in the value of imporis 
during the month seems to have been due to an all-round 
increase in volume as weil as in prices ; value figures fo: 
imports of food, drink and tobacco, of raw materials and o! 
manufactured goods all reached new postwar records. In 
the first six months of the year, however (during which the 
average monthly value of imports was just over {213 million 
compared with a monthly average of just over £189 million 
in 1949), the most significant influence driving impor: 
expenditure upwards has plainly been that of rising raw 
material prices ; the average monthly value of raw materia! 
imports rose by fully 22 per cent over the monthly average 
for 1949. As already announced the daily rate of exports in 


Unitep Kincpom Exports To NortH AMERICA 
(Millions of U.S. Dollars--Quarterly figures) 


| 1948 | 1949 1950 
— —— - - meen } 
e | 
| iv | ' i u tm Iv 
United States .... | 22-5 | 21-2 | 13-4 | 15-2 | 18-7 | 18-8 | 203 
GIGI noice cteee | 27-9 26-7 26-5 25-2 | 20-0 | 23-9 | 286 
Peed, 65s: | 50:4 | 47-9 | 39-9 | 40-3 | 38-7 | 42-7 | 489 


j 
i i 


June was slightly above the record level established in May ; 
detailed figures now show that exports of vehicles, agricul- 
tural tractors, new ships and paint continued to run at high 
levels, but the volume of machinery exports declined and 
textiles (other than artificial silk products) still seem to be 
failing. 

In the highly competitive North American markets the 
dollar value of British exports last quarter was higher thao 
for any comparable period since 1948; the dollar value oi 
exports to the United States itself, however, had still no: 
quite restored itself to the level attained before the pre- 
devaluation recession. In June itself, exports to Canada 
receded slightly from the record level established in May ; 
the amount of vehicles, iron and steel manufactures and co: 
shipped to this market continued to be promisingly high 
Exports to the United States in June also fell by £200,000 
(to £8,000,000) below the level reached in May. Some 
£1,600,000 of this £8,000,000 was accounted for bj 
increased sales of spirits and some £900,000 by increased 
exports of woollen and worsted goods ; these were offset, 


however, by smaller exports of pottery, machinery and 
cotton-goods. 


* * * 


Check to Cotton Exports 


The cotton trade figures reveal a disturbing contrast 
between the industry’s rising volume of production and 1's 
flagging export performance. Yarn and cloth production if 
April reached their highest levels since the war, and this 
performance was surpassed in May ; although the holiday 
season has interfered with output since then, the general 
level of production is still running well above that of last 
year. Thus the total output of single yarns (including was'¢ 
and mixture yarns) in the first 26 weeks of 1950 amount 
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to §25 million lb., compared with 489 million lb. in 
the corresponding period of last year. In weaving there 
were 18,000 more looms running on cotton and rayon fabrics 
in the first quarter of this year than in the first quarter of 
1949 ; and the May figures showed a further intensification 
of activity. Cotton, rayon and mixture cloth output in the 
four weeks ended May 27th was 230.19 million yards, com- 
pared with 212.32 million yards in the comparable four 
weeks of 1949 ; both were holiday-free periods. About 6,700 
more weavers were at work than a year earlier ; the cotton 
industry’s recruitment has continued to go well. 


This expansion has brought one substantial advantage: it 
has enabled the industry to carry on with reduced imports of 
foreign (and particularly Japanese) unbleached grey cloth. 
Thus its cloth exports are no doubt tending to be, to an 
increasing extent, goods wholly manufactured in Britain 
rather than goods finished in Britain but spun and woven 
abroad. But this seems to be almost the only crumb of 
comfort. Measured by value, exports of cotton yarns and 
manufactures were £73.4 million in the first six months of 
1950 compared with £84.3 million in the first half of 1949. 





British Exports OF WOVEN CoTTON PIECE GooDs 
(Thousand Sq. Yds.) 


Six Months ended June 30, 


1948 1949 1950 
| 
FOUR, ve'ncikacatasbudatns choubdoecseeses 337,551 473,364 393,135 
1 
Exports to :— 
Deity: ye ROOD sin 0 bsod 0. aseusddeceets i 53,713 | 75,884 73,226 
SOG BR sic cnna sakes eked cans anecen 27,995 54,303 26,342 
Dalle . SE auck saveupursdievais cca viases | 9,704 | 37,399 3,816 
POR) iin c'cins cobeecin ts tad wae beeedls | 2,019 37,588 31,718 
RU ois ahaa a nk che odin sake Lone eas | 39.962 | 60,919 | 54,864 
Now Semel 503 sc siintecs'. hvac casenuss | 12,812 | 20,634 24,969 
(CORN. soon eh ahindkibechnekescison 12,645 | 19,237 | 9,969 


OMe Shock runes bsnsne tides canéussevncs i 6945 | 3,529 | 4,792 


Source : Trade and Navigation Accounts of the United Kingdom. 





The monthly average in the second quarter ({11.9 million) 
was appreciably less than in the first quarter ({12.5 million), 
and in the two quarters taken together the monthly average 
was 8 per cent less than in the full year 1949. The bulk of 
this decline can be attributed to a falling-off in the trade 
in piece goods, as the accompanying table shows ; no doubt, 
in the markets of Africa and Asia, Japanese and Indian com- 
petition are playing a big part. 

The question will naturally be asked whether the situation 
described will bring about an improvement in the supply of 
cotton goods to the home market. This should in logic be 
so. But in fact, the existence of quantities of frustrated 
exports does not in the ordinary way add to the utility 
supplies on which most people depend. It adds to the 
pressure of non-utility goods on the market, but purchase 
tax restrains the sale of these goods. It may be doubted 
whether the disproportion between utility and non-utility 
supplies, of which the President of the Board of Trade was 
complaining in the spring, has yet been reduced. Until 
decisions are taken for the overhaul of the utility scheme, the 
tendency may be the other way. But the committee that is 
studying the utility scheme is unlikely to complete its work 
for some months to come. 


* x x 


Globe Telegraph Questions 


The scheme submitted to stockholders of Globe Tele- 
graph and Trust has the double object of reshaping the com- 
pany’s capital structure and sharing out part of the proceeds 
of compensation from the company’s big holding in Cable 
and Wireless (Holding). Holders of the existing £1,811,270 
6 per cent cumulative preference stock are offered an equal 
amount of 4 per cent debenture stock together with an 
option to receive either 10s. ordinary stock, or alterna- 
uvely a further 10s. 4 per cent debenture stock plus 
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a cash payment of 2s. 6d. for each £1 unit of preference 
stock held. The new debenture is to be redeemable in 
30 years with an option to repay after 25 years. Ordinary 
stockholders would retain their existing stock—of which 
£2,354,000 is in issue—but would get an additional ros. 
ordinary stock plus 10s. 4 per cent debenture stock and a 
cash payment of 4s. 

By substituting a debenture for its 6 per cent preference 
capital, Globe Telegraph would make a saving in profits tax 
and also divest itself of all uncertainty about the rights of 
the preference capital in the event of liquidation. 
Admittedly, the scheme gives no hint that liquidation is con- 
templated, but it may be supposed that the board attaches 
importance to this aspect of the scheme. Globe Telegraph 
preference stock has been assumed to be pari passu with the 
ordinary stock for repayment of capital and remaining assets. 
But the legal rights are not explicit, and the judgments in 
the colliery company cases in the House of Lords last year 
have thrown the position of preference holders as a class 
into the melting pot. The directors of Globe Telegraph 
have taken legal opinion on the effect of these judgments and 
have been impressed by the serious doubts cast on the rights 
of the preference stock in the event of winding up. Hence 
the directors’ proposal to eliminate the stock and with it any 
uncertainty. 

The best commentary on the value of the scheme to pre- 
ference stockholders is the reaction of the Stock Exchange. 
The ordinary stock was marked down §s. to 42s. at one time 
on Wednesday, though some of this loss was recovered 
later. The preference held its ground at around 30s. 9d. 
Ordinary stockholders may well ask whether the swap of 
debentures for preference together with trimmings worth 
50 per cent or more of its face value is necessary. A wind- 
ing up is not contemplated. Is it necessary therefore to make 
an offer to preference stockholders that seems to admit that 
in the event of winding up, they might enforce their pre- 
sumed rights? 
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Tea Auctions Again 


No details are yet available of the arrangements that 
are being made to fit the operation of the London Tea Market 
into the straitjacket of rationing, price control and sub- 
sidies, which, Mr Webb has announced, it is to wear “ for 
some time” after it reopens next April. Apart from the 
problem of applying the subsidy over a wider spread of 
graded teas, however, these arrangements are likely to present 
mainly administrative problems. Even before the war, auction 
buyers manceuvred under a retail price ceiling—a ceiling 
fixed not by the Ministry of Food (as it will be under price 
control) but by the big tea firms who did not allow their 
retail prices to fluctuate in line with purely day-to-day move- 


- ments on the market. One of the main problems confronting 


the market at its opening may, indeed, be that set by 
the low level of stocks, consequent upon the reduced quan- 
tities of tea that India and Ceylon have allowed to be sent to 
this country. The Minister of Food revealed on Wednesday 
that bulk buying will continue as close to April, 1951, 
as necessary and that the Government’s stocks would then 
be made available and sold at the auctions. 


Although much may happen in the Far East between now 
and next April, there will be general satisfaction that the 
Government has made up its mind to bring bulk purchase 
of tea to an end. The existing system has done a great deal 
of harm. It has encouraged the growth of new markets in 
Calcutta and Colombo (despite the lack of suitable storage) 
and marketing skills in London have been allowed to rust. 
Good quality teas have often been shipped to other markets 
while the dregs of the crop have too frequently come to this 
country. The Ministry has not noticeably had the best of 
successive bargaining bouts with India and Ceylon; the 
recent news that Ceylon is to increase its revenue export duty 
on tea from 38 to 53 cents per pound serves as a reminder 
of the fact that independent governments in tea-producing 
countries now increasingly tend to interpose themselves 
between producers and their chosen markets. When the 
London market reopens in April, it will plainly have a 
rougher road to travel than it did in 1949; and it will have 
no simple task to restore its prewar skill, financial resources, 
and commercial eminence. 


* * x 


London Fares 


The Transport Tribunal sat again on Wednesday this 
week to consider amendments to the London Passenger 
Charges Scheme. The original scheme was submitted in 
February by the London Transport Commission and the 
Commission hoped to have it in operation by October 1st. In 
a full year, and assuming no changes in prices, the scheme 
was expected to produce £82} million of revenue. During 
the recent hearings there was much discussion of the equitable 
share that the London area should contribute to the revenues 
of the Commission. The latter has to consider itself as one 
undertaking and it was not denied that the London scheme 
was an interim scheme subject to possible amendment when 
country-wide charges schemes come under consideration. 
But these lie two years off, and in the meantime the Trans- 


port Tribunal has shown itself reluctant to accept proposals’ 


that might be criticised on the ground that London was 
paying too much. 


The Commission’s estimate of the fair contribution from 
London (which can only be assessed on a series of arbitrary 
hypotheses) was £824 million, and the scheme itself aimed at 
just over £80 million. Some critics suggested that a fair 
figure wou'd be as low as £75 million and the Tribunal 
admitted part of their contention by putting London’s 
“ reasonable contribution” at £79 million and asking the 
Commission to amend the scheme in such a way as to relieve 
the early morning fare payers of £1,000,000. It was this part 
of the scheme that was expected to encounter the stiffest 
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opposition ; it proposed radical increases in workmen’s fare; 
and the Tribunal has concluded that it would have dealt 
more hardly with that section of the travelling public than 
with others. The revised early morning fare scales sub. 
mitted by the Commission would reduce the estimated 
revenue by £923,000 ; they have meant some departure from 
the system of a consistent rate per mile on which the Com. 
mission had modelled its first proposals. But a sacrifice in 
methodological perfection is less important than the public 
demonstration of responsible and judicial supervision of pro- 
posed charging schemes. This first case under the full pro- 
visions of the 1947 Act has demonstrated the value of the 
Transport Tribunal as a watchdog concerned with the public 
interest. It is a real pity that transport is the only nationalised 
industry for which such supervision has been provided. 


* * * 


Australia’s Dollars 


Mr Menzies’ financial discussions in London appear to 
have passed smoothly and profitably ; there is little doubt 
that in the course of his talks with the Chancellor of the 
Exchequer he was given an abundance of good advice. Th: 
fact that he may not have been entirely convinced seems to 
be implied in Mr Menzies’ description of his talks with Sir 
Stafford Cripps and officials of the Treasury as “ extremely 
interesting.” It is stressed by all concerned that these were 
not negotiations, but discussions of long-term projects. Mr 
Menzies advanced his long-term plans for large-scale 
immigration—schemes which necessitate the doubling of the 
rate of housebuilding and a corresponding stepping up of a 
large part of the capital investment programme in Australia. 
The programme will require additional dollar expenditure, 
part of which, it is hoped, will be financed by a loan from the 
Export/Import Bank loan which Mr Menzies is to negotiate 
in the United States. On these matters of economic develop- 
ment and capital expansion, the burden of British advice to 
Australia will probably have been to go slow and not to bite 
off too much at once—advice given with the fresh and painful! 
experience of the East African Groundnuts Scheme in the 
minds of those who were imparting it. It would be dis- 
quieting if Australia’s development programme were to be 
accelerated just at the moment when the cost of such a 
programme is likely to be going up. 


* ® * 


Brighter Shipbuilding Outlook 


The quarterly merchant shipbuilding statistics compiled 
by Lloyd’s Register of Shipping are the most reliable and 
comprehensive published, and it is disappointing that, five 
years after the end of the war, there should still be gaps in 
the world picture of shipbuilding which they present. No 
doubt the absence of information from Russia has to be 
accepted. Poland has now joined China in withholding 
facilities from Lloyd’s Register. These two are not important 
shipbuilding countries. But Germany, another absentee, 15 
important, and German shipbuilding activity is increasing. 
The absence of figures for these countries has to be borne in 
mind when considering the Lloyd’s Register totals of ship- 
building abroad in the second quarter of 1950. At the end 
of the quarter the tonnage under construction abroad was 
2,612,730 tons gross ; this is 176,725 tons less than three 
months previously. A decline in the United States from 


441,640 tons to 326,034 tons is the largest factor in this 
change. 


Building in Great Britain and Northern Ireland has, 9 
contrast, increased by 41,972 tons to 1,937,191 tons gf05s. 
In the last quarter 345,614 tons were completed and 372,433 
tons begun. Launchings in the same period amounted 
484,873 tons gross ; this is much more than the 204,440 [005 
of the previous quarter. Work is now passing more speedily 
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through the shipyards, and output for 1950 seems likely to 
exceed that for 1949. The prospects of speedier delivery 
may be expected to attract new orders, and already the orders 
placed for new tonnage this year considerably exceed the total 
for the whole of last year. The greatest demand is still for 
tankers, of which no fewer than 988,787 tons gross are now 
being built. This is almost exactly half of the total tanker 
tonnage under construction in the world, which in turn is 
41.3 per cent of all tonnage under construction. The accent 
on tanker tonnage presents difficulties for some shipyards, 
particularly the smaller ones, which require a steadier flow 
of orders for dry-cargo tonnage than they are getting. Orders 
continue to come in from abroad, and more tanker orders are 
expected to result from the recent Caltex oil agreement. 
Export tonnage at present under construction in British yards 
amounts to 738,265 tons, or 38.1 per cent of the total. It 
includes 325,020 tons for Norway, 81,683 tons for Argentina 
and much the same figure for Commonwealth countries. In 
all 20 foreign countries are represented in the yards, and a 
recent order from Turkey will raise the number to twenty-one. 


* 2 wm 


Cuba Sells Silver for Gold 


The Cuban government recently decided to sell the 
80 million silver pesos backing Cuba’s currency circulation 
and to use the proceeds to purchase gold bullion. The ship- 
ments of silver coin are already on the way from Cuba to 
the New York Federal Reserve Bank. Reports from Havana 
have suggested that the silver bullion received from the 
melting of these coins will be sold in the market. If true, 
these reports may help to explain the surprising stability 
of the price of silver since the beginning of the Korean 
war—a stability which has been maintained while the 
price of virtually every other metal, precious and base, has 
been rising. It seems unlikely, however, that the silver in 
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question will reach the open market. Since the Cubans intend 
to obtain gold bullion with the proceeds, the transaction is 
more likely to be a simple exchange with the US Treasury. 


While the market price of silver remains exceptionally 
steady, the free price of gold has continued to rise very 
slowly and has this week climbed beyond $38 per ounce ; 
this compares with the recent low of about $36. The 
response of the gold price to events in the Far East would 
have been far more spectacular had the Chinese mainland 
remained a wide open market for gold, as it was before the 
Communist invasion rolled over the country. There have, 
however, been interesting hints of a renewal of Chinese 
demand for gold for hoarding purposes ; this reputed renewal 
is small as yet, but it is significant in the high: of the harsh 
retribution that meets those who are found out. 


* * * 


Bank Agency Charges 


From the beginning of next month the two largest 
clearing banks, the Midland and Barclays Bank, are to levy 
charges for any “ agency ” services that they undertake for 
customers of other banks—and to pay reciprocally for any 
agency services rendered by other banks. Hitherto, under 
an agreement reached as long ago as 1924, British banks 
have undertaken these services for each other for nothing. 
Since 1924, of course, the amount of such agency work has 
greatly increased ; for one thing, the local branches of nation- 
wide businesses often pay in their receipts through banks 
that derive no benefit from their custom—since the head 
office of the business concerned often holds its account 
with a bank of which there is no local branch. Moreover, 
the cost of passing such receipts through the clearing has 
increased in recent years and there are many who have long 
believed that the mounting pressure of costs must eventually 
drive the banks towards the principle of levying more specific 
charges for services to their own customers. 





Atomic Energy 


Establishment 


WINDSCALE WORKS 


Here on the actual site of one of the firm’s large war-time 
contracts, two high chimneys towerabovethe squat bulk 
of the atomic piles. It would seem more than a coinci- 
dence that this present day contract is being carried 
out almost within sight of James Laing’s first historic 
contract in the hills of Cumberland over 100 years 
ago. Between 1848 and 1950, the contrast is complete. 


For speed and efficiency in building and civil engineering 
JOHN LAING AND SON*LIMITED « Established in 1848 
London, Carlisle, Lusaka, Johannesburg. 
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ANOTHER TUBE GONE 


Sudden calls to replace or repair 
burnt-out boiler tubes are not un- 
common, and one of the causes can 
be scale deposited in the boiler from 
the water. The modern way of 
avoiding scale formation in indus- 
trial boilers is by conditioning the 
boiler water with Calgon (sodium 


metaphosphate) one of Albright & 
Wilson’s phosphates. Calgon not 
only prevents the formation of scale 
in boilers but will keep feed pipes 
and valves clear as well. It will in 
fact all be clear to you if you care 
to consult Albright & Wilson’s 
Technical Service Department. 


ALBRIGHT & WiLsON 


49 PARK LANE « LONDON: W.1 Tel: GRO. 1311. Works: Oldbury & Widnes 
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Despite these considerations, the majori 
banks are opposed to the move now to made by the 
Midland and Barclays. They argue that most banks give 
nearly as much as they receive under the present agency 
arrangement. It is contended that, if all agency services 


now mutually and gratuitously rendered were to be paid 


for, some net receipts would doubtless accrue to the bigger 
banks—but these receipts might be too small to justify the 


extra work that careful recording of each agency transaction 
Some of the banks opposed to the new pro- 
posal have recently written to some at least of their customers 


would entail. 


who use the agency services of the Midland and Barclays, 
pointing out that a charge is now to be imposed and giving 


the address of any local bank that still intends to do agency 


work for nothing. Whether the bank paying the charge will 
pass it on, wholly or partially, to the customer, in the form 


of the clearing 


of an increase in the general service charge for the account, 


will apparently depend upon the circumstances of each case. 


Shorter Notes 


A Note in last week’s issue stated incorrectly that expendi- 
ture at cost on Paton and Baldwin’s new Darlington factory 
up to April 29, 1950, amounted to £10,432,228. As the 


Fixep ASSETS 


PaTtON AND BALDWINS 


1949 
Comparative Figures 1950 





| 
Cost | Deprec. Cost Deprec | 
i 


Fixed Assets : | £000 £000 £000 £000 


£000 £000 

Land, reservoirs & buildings . | 2108 | 1,033 1,075 | 2,058 1,041, 1,017 

Motive plant, plant & machinery .. | 2,531 1,763 769 | 2,448, 1,719 729 
Darlington factory :—- } 

Land. reservoirs & buildings..... | 3,308 56 3,952 4,464) 125! 4,339 

Motive plant, plant & machinery. | 719 138 581 | 1,462 233, 1,229 








| 8,666 2,989 5,677 10,432 | 3,118 7,314 


accompanying extract (with the figures adjusted to the nearest 
£000) from the company’s balance sheet shows, this figure 
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represents the cost of all fixed assets of the company before 
depreciation. The amount spent to the date of the lates: 
balance sheet on fixed assets at the Darlington factory js 
£5,925,562, before deducting depreciation provisions, 


* 


Coal output last week was 3,881,600 tons, a little lower 
than the week before. Holidays caused an estimated os; 
of 463,000 tons during the week and these losses can be 
expected to continue until the end of the holiday season, 
In the week ending July 15th there was a further net loss 
of 200 men, bringing the numbers on the colliery books down 
to 697,600 compared with 721,300 at the same time last 
year. The rate of decline in manpower appears to be slowing 
down, and with the end of the school year and the sub- 
sequent recruitment of juveniles it may for a time be te. 
versed. Total output in the first 29 weeks of the year was 
121,981,400 tons, compared with 120,565,800 in the same 
number of weeks last year. 


x 


A further discussion took place this week between British 
Government and American film trade representatives on 
the revision of the Anglo-American films agreement. The 
American film producers are urging a return to “ normal 
trade relationships” and the unrestricted convertibility of 
their earnings in view of the improvement in the British 
balance of payments. 


* 


The Seattle City authorities have invited tenders for six 
single-phase transformers ; this contract may have a value 
of about $1,200,000. After discussions in Washington, the 
authorities recently withdrew a proposed ordinance which 
would have facilitated the rejection of foreign tenders, how- 
ever low, for city contracts. 





SECURITY PRICES AND YIELDS 


A fuller list containing 366 securities appears weekly in the Records and Statistics Supplement. 


Notes on the following company reports 


appear in the Supplement: Pye Limited ; The Distillers Company. 





















Prices, a ee = 
Year 1950 | |} Name ot Security july 13, July 28 july 28 july % 
i ' ’ 2 ’ uly , uly ', 
jen.i te Jay 5 1950 1950 1950” 1950 
High | Low || (n 
i britis! ds i s. d. | s. d. 
10127 100} || War Bonds 25% Aug. 1, 1949-51), 1003 (1008 O11 7/113 9 
100% | 98) ||War Bonds 2}% Assented ....| 98jxd 98§xd' 110 3 2 12 11/ 
102 101% | War Bonds 24% Mar. 1, 1951-53) 101% | 1010 16-8 118 21 
102 100# || War Bonds 24% Mar. 1, 1952-54), 101g «102, 6 0 16 10 21:18 s6/ 
OL «100 | Exch. Stk. 249% Feb. 15, 1955..|| 100 | 101% | 1 0 2/2 0 1 
103 100} || War Bonds 2) %, Aug. 15, 1954-56) 10ljxd 101fxd 1 2 «1/2 4 37 
102} 101} || Funding 24% June 15, 1952-57. 10198 -1014g | 1 5 1° 220 1 
104% 102 || Nat. Def. 5% July 15, 1954-58.) 102% 102 | 1 5 6,212 31 
1044 | 101} || War Loan 3% Oct. 15, 1955-59. | a03) 1 (16 3,213 9F 
101 96; |'Sav. Bonds 3°, Aug. 15, 1955-65) xd xd 113 3°30 2 
100f | 97% Funding 24% April 15, 1956-61. 99 1 910/213 27 
993 | |/Funding2}%Aprill5,1956-61'A’, 994 | 99 |1 911 | 2 12 10 
94% | 95 |\Funding 3% April 15, 1959-69. . ar 9m 111s 5 OF 
1084 104% Funding 4% May 1, 1960-90..., 107 | 1078 | 1 9 5,3 5 le 
sav. Bonds 3% Sept. 1, 1960-70 97} xd11711/3 5 5 
| 91} Sav. Bonds 24% May 1, 1964-67, 93% | (11610/3 0 8f 
10k 106} _ Vict. Bonds 4°, Sept. 1, 1920-76; 109. 107fxd 1112 «5,3 6 3° 
9%} | 91) |/Sav. Bonds 3% Ang. 15, 1965-75) 93Axd 934xd 119 5>3 7 6 
1054 100 —_|Consols 4% (after Feb. 1, 1957).|| 102)xd' 102)xd 2 221 3:18 0 
9 Qf Conv. 34% (after Apr. 1, 1961). 4% 210/315 0 
TL | 664 || Treas.Stk.2}%/(after Apr.1,1975), 69 6% 200 =313 2 
844 | 79) || Treas.Stk.3°%(afterApr.5,1966).|| 82) 82 2 0 5/313 5 
100% 99 | Treas. Stk. 34% June 15,1977-80 soit 100 | 118 6) 310 2 
91 «B68 | Redemp. Stk. $% Oct: 1986-96, 89 12:0 7'3210 4F 
944 | 90 ||WarLoan3}% (afterDec.1, 1952) 93 12 1 $1325 6 
Tif | 68§ |\Consols24% ................ | 69 | 69 119 8/312 3 
| 92} Brit. El. 3% Gd. Apr. 1, 1968-73) | 4% (119 213 7 OF 
| Gli Brit. El. 3% Gd. Mar. 15, 3904-77] 4 | @ (119 5/3 8 2 
i 99° BSL EL349,Gd.Nov.16, 1976-7 234 | 119 0/310 9/ 
2 | Brit. Tpt. % Gd. July 1, 1978-88), 894 211/310 31 
Brit. Tpt. 3% Gd. Apr. 1 1968-73) 95 | 119 4/3 7117 
Brit. Gas Gd. 3% 1990- 88 21 2/310 




















Redemption yields are worked out on the assumption that all dated stocks will be 

id at latest date, Such yields are marked ‘?. To this rule there is one exception 
(Funding 4 cent) on which the yield is taken to earliest date and marked ‘e’. 
a) Net ytelde axe calculated afer allowing for tax at Os. in & (f) Flat yield 
* Assumed average life 14 years 3 months. 


redemption date. 
capital bonus. 


Prices, 




















Year 1950 Last Two Price, Price, Yield, 

jan. 1 to July 26 Dividends i Name of Security i} July.25, ro ae 
High | Low (a) (b) (ce) 

| % | % | Other Securities sd. 
1003 = (a) (d) |\Aastralia 34% 1965-69..... | om | a 5 8 6! 
101} (d) (2) Birmingham 23% 1955-57..|| 100g , 100g 215 6 
8 64 | 50 ¢| 60 ¢|\Anglo-American Corp., 10/-.|| 6 6h 4 9 6 
7 ee) a| 25 6 | Anglo-Iranian Oil, £1....... 5gxd, Sixd 5 6 8 
17/6} 67/9| 5a! 10 b| Assoc. Electrical, Sed. fi...|| 76/6 | 76/6 318 5 
87/- | 71/6 | Tea! 15 }|\Assoc.Port.Cem..Ord.Stk.fl)| 85/- | 84/6 5 6 6 
25/4 17/03} 40 | 40 ¢) Austia Motor Ord. Stk, Bie. 22/9 | 22/3 |519 & 
70/74} 66/-| 7 b) 7 @ |\Barclays Bank, Ord. ‘B’ {1..|/ 68/6xd _68/-xd 424 
145/- | 129/- | t19 b| +5 @ |\Bass Ratcliff, Ord. wet 136/10} 136/10} 310 OF 
98/- | 87/44, 8 a@| 12 b |British Oxygen, Ord. Gl....]] S/- | B/- |4 03 
39/3 | 32/1}! 2a! 5 6 |\Courtaulds, Ord. £1........|, 36/9 | 37/3 406 
18/94, 16/6 | 9 4) 15 b | Distillers Co., Ord. 4/-......| 18/- | 18/6 4 & 6 
52/93; 28/9 Bc, 4 ¢ Dorman Long, Ord. {1..... | 29/74 29/10) 5 7 1 
63/6 | 59/-| 15 €| 15 © |\Dunlop Rubber, Ord. f1....|| 60/3 | 60/- 5 0 ? 
44/3 | 39/6) 3a 1 b \lmp.Chem. Ind.,Ord. Stk {i} 40/- | 40/6 418 9 
109/44) 95/- | 18} |. 13} | Imperial Tobacco, £1.....-. | 100/7} | 00/7) 6 1 2 
31/5 | 29/74 10 ¢} 5 @ |\Lanes. Cotton, Ord. Stk. {1.|| 3/- | 4/6 591 
44/6 | 38/14) 10 c| 10 c|Lever & Unilever, Ord. 1..| 38/9 | 38/9 |5 3 3 
63/- | 57/3 | 15 ¢| 15 ¢|\London Brick, Ord. Stk. {1., 58/9 | 57/6 |5 4 4 
82/9 69/6 15 «| 45 b Marks & Spencer (““A”)..5/-|, 78/6 | 77/- | 3M 
43/9 33/3 Ma) 17} ||P’chin J’nson, Ord. Stk. 10/-| 39/-xd) 38/-xd 6 1 7 
48/9 41/- Ba) 4 b\\P. & O., Def. Stk. f1......./| 46/- | 49/6 5 5° 
Sq) 2 it 1 (I7HR | Prudential “a £1 0-0 3 | 2 9 of 
56/3 50/-  12be| bbc |Stewarts & Lloyds, Dei. f1.| 54/6 | 55/6 410} 
10/2} 59/3, f2ha| $5 6 |\*Shell” Transpt., Ord. Stk.£1)| 60/7 | 60/7) | 2 8 lit 
oH | om | 1b Ne Tube Invst., Ord. Stk. f1..| 6 Ge | 4 3 § 
85/3 | 13 @| 11} |/Turner & Newall, Ord. Stk. £1), 81/6 | 81/- | 3M 0 

33/6 | 27/-| 8¢| 8c ||Union Castle Ord. Stk {1...|| 32/- | 32/- |5 
48/44; 41/9 | 2746] 15 a|\Woolworth (F. W.) Ord. §/-| 46/- | 46/- | $16 lm 
(4) Interim. (6) Final. (¢) Whole year, (4) Int. paid half-yearly (/) To latest 


t Feee of tax. (m) Yield basis 35%. (n) Yield basis 261% alter 
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COMPANY MEETINGS 


THE STANDARD 
AFRICA 


CONDITIONS 


BANK OF SOUTH 
LIMITED 


IN THE UNION 


THE EARL OF ATHLONE’S REVIEW 


The one hundred and _thirty-seventh 


© ordinary general meeting (being the annual 


SS sd a 


seneral meeting for the year 1950) of The 
Standard Bank of South Africa Limited was 
held on July 26th in London. 

The Rt. Hon. the Earl of Athlone, K.G., 
the chairman, presided. 

The following is an extract from his circu- 
lated statement :— 

In developing areas such as the Union of 
South Africa and Southern Rhodesia there 
must come periods of adjustment and con- 
solidation. The year covered by the accounts 
now presented is one such period, when 
efforts directed towards the balancing of 
oversea payments became a major considera- 
von. The effects of the measures taken 
towards this end are reflected in the changes 
appearing in our balance sheet. 

You will observe from the profit and loss 
account that after providing for taxation and 
after an appropriation to the credit of reserve 
for contingencies out of which any diminu- 
uon of assets has been provided for, but 
before making an allocation towards writing 
down premises and to the officers pension 
fund, the profit amounted to £760,692. This 
compares with £715,834 for the previous 
year. After adding £192,832 brought for- 
ward from 1949 we have a sum of £953,524 
for disposal. Out of this an interim dividend 
at the rate of 7s. per share (amounting to 
£175,000 gross, and, after deduction of 
income tax, £96,250) was paid in January 
last. From the balance of £857,274 remain- 
ing, the same appropriation as last year— 
viz., £150,000—is made to bank premises. 
It is also recommended that an allocation of 
£350,000 be made to the officers pension 
fund, and that a final dividend of 9s. per 
share, together with a bonus of 4s. per share, 
be paid, leaving a sum of £178,524 to be 
carried forward. The dividend and bonus 
to shareholders, now proposed, will take 
£325,000, and after deduction of income tax 
appear as £123,750 and £55,000 net respec- 
uvely in the accounts. The final distribution 
recommended together with the interim divi- 
dend already paid will amount to 20s. per 
share—that is, the same sum per share as 
was paid last year. 

We have continued to increase the number 
of our branches, and expenditure in con- 
nection with this and the provision for their 
maintenance continues at a high level. 


ECONOMIC SITUATION 


In reviewing the economic situation of the 

Union of South Africa it should be borne in 
mind that it is still a country in the course 
of development, and the changes from time 
to ume in its external trading position must 
be considered against this background. At 
the present time the situation is va sensi- 
uve to change because of the scale of develop- 
ment in progress and the degree to which 
this must be sustained by new investment 
from oversea, 
_ Trading activity in the Union contracted 
in the past Fert Employment has been 
generally steady, and the demand for essen- 
tials has remained constant, but the influence 
of price levels has been such that the market 
for luxury goods has been selective. 

The increase in the sterli — 
which followed devaluation the Uni 
Kingdom 
changed 


the mining’ industry. 
increseed. peice ai tur eeanl Geen ae 


mines’ most pressing difficulty—namely, the 
narrowing margin between revenue and costs. 
It enabled mines on the point of ceasing 
operations to remain in production, and, by 
rendering payable the mining of an inferior 
grade of ore, has prolonged the life of the 
others. 

The improvement in the situation was 
followed by a renewal of demands, which 
had been held in abeyance, for improved 
wages and conditions of employment and 
further increases in working costs are ex- 
pected in the general rise in the prices of 
stores and materials used by the mines. The 
benefit to the industry arising from devalua- 
tion was shown by the increase in the sum 
distributed in mining dividends for 1949. 
Operations were also assisted by improved 
deliveries of equipment and stores and by a 
large increase of the native labour force. 
Prospecting and development have been well 
maintained, especially in the Orange Free 
State where work is in progress on 10 mines. 

For a great part of the year sales of dia- 
monds were strongly affected by currency 
difficulties and the general expectation of 
devaluation but, after that event, markets 
quickly recovered and the value of sales for 
the Union was maintained. 


RHODESIA 


Trade in Southern Rhodesia was active 
during 1949 and, as stocks were varied and 
plentiful, commercial concerns generally 
experienced favourable conditions. The 
demand for necessities remains steady, but 
merchants have found that consumers are 
becoming selective and less inclined to buy 
luxury goods. The growing use of credit 
facilities is am indication that there may 
possibly be some difficulty in maintaining 
the high turnovers of the past few years. 
The good crop prospects for the coming 
season, and the continuance of the flow of 
immigrants, both European and native, into 
oa will, on the other hand, stimulate 
trade. 

Mineral production last year reached a 
record total value, due mainly to the high 
current prices for asbestos and chrome, and, 
since the devaluation of sterling, the greater 
price for gold. The increase in the volume 
of base metals exported is a welcome feature. 

In Northern Rhodesia activity in all sec- 
tions of trade was well maintained and busi- 
ness conditions were generally satisfactory 
although there were signs of a greater use 
of credit facilities. The prosperity of the 
territory is closely tied to the market for its 
mineral output and the demand for this 
remains firm at favourable prices, 


OTHER COUNTRIES 


The groeral level of business in Nyasaland 
in 1949 was Satisfactory and compared 
favourably with the previous year, the present 
high price of tobacco acting as a stimulus 
to trade. ‘ 

Internal trading conditions in South-west 
oe By so buoyant, closely rune the 
lev arming perity in the territory. 

ing 1949 ic rainfall in Kenya was 
much and in some parts severe 
.. tions were experienced. In 

ite of the ~—. weather conditions a 

harvest of cereals improved over the previous 
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THE BRITON FERRY 
STEEL COMPANY LIMITED 


ALL-TIME RECORD OUTPUT 


The sixty-second annual general mee*ing of 
the Briton Ferry Steel Company Limited, 
was held on July 27th at Briton Ferry, Neath, 
Glamorgan, Colonel J. M. Bevan, M.C. 
(chairman and managing director) presiding. 

The following are extracts from the chair- 
man’s circulated statement :— 


The group net profit amounting to 
£477,138 has been materially assisted by the 
profits earned by our subsidiaries, and, in 
total, compares favourably with last year. 


After making provision for taxation of 
£280,009 and deducting the amount of 
£27,715 attributable to outside shareholders, 
the profit for the year remaining within the 
group is £169,414. 


I must repeat my previous statements that 
the take-over prices for the stocks of this 
company, under the terms of the Iron and 
Steel Act, are altogether inadequate, and add 
that apart from this injustice, it is to be 
hoped that wiser counsels may yet prevail 
and the iron and steel industry be permitted 
to carry on under private enterprise, which 
gives scope for individualism and is the only 
sure road to efficiency. 


PRODUCTION AND DEMAND 


The output of the steel industry of the 
country has now very largely caught up with 
the demand, but we are still very dependent 
on the importation of foreign scrap, which 
particularly applies to open hearth steel 
works similar to ours operating without blast 
furnaces. The increased output has, however, 
made it possible for the importation of 
finished and semi-finished steel to be largely 
curtailed, and it is to be hoped that shortly 
the country will become self-sufficient so that 
we shall be able to return to more normal 
trade conditions. 

Our own steel works continued in full pro- 
duction throughout the year and established 
further all-time record outputs. This also 
applies to our re-rolling works, with the ex- 
ception of our tinplate mills, where we are 
restricted to less than three quarters of our 
capacity on account of a severe shortage of 
labour. This handicap is common to all pack 
mills in the trade, with the result that the 
output of Welsh tinplates is considerably less 
than the potential demand, which remains at 
a very high level. 

I consider there is justification for think- 
ing that the annual demand for Welsh tin- 
plates may well stand in the neighbourhood 
of 800,000 tons for many years and may 
increase to as much as one million tons per 
annum, provided we continue to foster our 
export trade which is normally responsible 
for about half our output. 

Present plans provide for the future pro- 
duction of about 500,000 tons annually by 
the continuous strip method, from which it 
will be seen that there is a considerable 
balance, amounting to between 300,000 and 
500,000 tons per annum, remaining for the 
existing pack mills. This is about equivalent 
to the present day output from these mills, 
from which it would appear that all the pack 
mills in operation today are likely to be 
needed for some years longer than was at 
one time contemplated. This is surely a very 
reassuring picture, providing as it does ample 
security to all engaged in the tinplate industry 
of regular employment for many years. 

We are today converting about two-fifths 
of our steel — into sheets and tinplates 
in our own mills, but we are continuing to 


develop our production of ordinary and 
special quality billets, thus building up a 
satisfactory market in this direction for the 


The report was adopted. 
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LEVER BROTHERS & UNILEVER LIMITED 


PROBLEM OF PRODUCTIVITY 
EXPERT STUDY AN AID TO EFFICIENCY 


OBJECT TO IMPROVE METHODS AND WORKING CONDITIONS 


BASIS OF NORMAL WORKING AND INCENTIVE SCHEMES 


SIR GEOFFREY HEYWORTH’S SPEECH 


The Annual General Meeting of the Mem- 
bers of Lever Brothers & Unilever Limited 
was held on July 27th at the Hall of the 
Chartered Insurance Institute, 20, Alder- 
manbury, London, E.C.2. Sir Geoffrey 
Heyworth presided. 

Addressing the Meeting, the Chairman 
said :— 

My Lords, Ladies and Geatlemen,—It has 
been my custom at these meetings to discuss 
a subject which is related to our business, 
but at the same time is of general interest. 
This year I shall describe our experience in 
tackling the problem of productivity. 

The problem faces every industry in some 
form or other, but to a great extent special 
considerations apply to each industry. The 
under-lying principles have been the subject 
of discussion and study for many years past. 
Little that is new in theory can be profitably 
The main contribution that 


must leave it to those who are familiar 
with other industries to decide if and how 
far our experience can assist them in dealing 
with the problem of productivity in their 
particular 


sphere. 


survive under modern conditions depends ; 
and secondly because the work we have 


best methods to pursue. 


In what follows I use the term “ produc- 
tivity” in the sense of physical volume, not 
value of product, and I relate it to the 
number of man-hours worked. In relating 
it to man-hours I do not suggest that low 
productivity is necessarily the fault of the 
worker, the result of insufficient effort or 
skill, nor on the other hand that an increase 
in productivity is necessarily due to the 
worker, to increased effort or skill on his 
part. It is necessary for purposes of com- 
parison to relate the number of units of 
output to some common factor, and man- 
— It also has the advan- 


CHANGE IN EMPLOYMENT SITUATION 

It is perhaps necessary at this point to 
make clear that improving productivity per 
man-hour is not the only way of reducing 


cost. It may not offer as great an oppor- 
tunity as other approaches. the industries 
in which we are mainly engaged—seed- 
crushing, margarine manufacture and soap- 


making—the labour element is smal! in 
relation to the final cost, a much larger 
element of cost being the raw materials. It 
is therefore only natural that the production 


manager’s first thoughts go to ensuring the 
most economical use of his raw materials. 

This aspect of production which we call 
“technical efficiency” has been and con- 
tinues to be the subject of unremitting study, 
both in the factories and in the research 
departments. Very considerable progress 
has been achieved and to that extent the 
scope for further improvement may be 
diminished, but we expect nevertheless to 
see further worthwhile economies in this 
field in the course of time. 


Perhaps the main incentive for increased 
emphasis on the study of improvement in 
productivity comes from the change in the 
employment situation, Between the wars 
when there was serious unemployment in 
almost all industrialised countries there was 
a natural reluctance to make changes, the 
first effect of which was to reduce the num- 
bers employed. Now conditions are very 
different—these often make it difficult to 
maintain a working force adequate to cope 
with an increasing demand for our products. 
Even if the labour force is adequate, the 
prospect of getting more output without 
increasing numbers has a strong appeal to 
production managers. From the worker’s 
point of view the climate is also favourable 
—the emphasis having shifted from ensuring 
a job to a desire for a higher standard of 
living. 

THE APPROACH TO TRE PROBLEM 


All factories throughout the organisation 
are expected to accept that expert study of 
labour productivity is mecessary as an aid 
to efficiency which can be used for the 
benefit of the business. It is just as much 
the concern of those that are thought to be 
efficient as those that may be thought to be 
less so. Moreover, it is recognised that the 
benefits that accrue through it will redound 
to the credit of the management, and the 
fact that they do accrue is mot regarded as 
a criticism of past performance. The full 
benefits will fot be forthcoming without the 
help of experts and therefore a pool of 
specially trained personnel has been created 
centrally. 


We have at the present time fourteen 
production study engineers based on London 
and Rotterdam. This personnel is available 
to work out programmes for production 
studies with managements, and agree plans 
with them for subsequent implementation by 
them. These experts have no stereotyped 
scheme to offer. There are certain princi- 
ples that have to be observed if the plan 
is to be effective, but each plan is determined 
by the physical and human conditions of the 


individual factory units. 

These study engineers are also concerned 
with = training within the individual fac- 
tories of experts whose duty it is to operate 
dhe guns ‘sheet they baie been accepted, It 
takes from two to three years to train a study 
engineer, L¢., a man who initiates produc- 
tivity studies, and about twelve months t 

ant 


_ When ~ a has + ag to 
initiate a study in a fact 
to explain its objects a “= 
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management and workers—and to 
their effective Co-operation. It js ean 

the _ #8 © improve methods 59 ,, 
to make working conditions casier—a; 
same time bringing about a reduction ‘a 
cost; that in practice no worker loses h 
employment by reason of it—any redundan. 
cies being taken care of by reduction of 
intake of new workers ; that the object js to 
achieve more effective use of the sams 
amount of effort that is presently bein, 
expended rather than to demand a great, 
expenditure of effort. Further that the 
correct assessment of a normal day’s wor 
will provide the basis for considering th: 
introduction of an incentive scheme of wage 
t. Exactly what the study wil 
involve is made clear to everybody, and thy 
it can only be effective if all carry on iq 
their normal .way while it is being mad: 
The results that can be expected are largely 
determined by the thoroughness with which 
the objectives are understood by th: 
management and workers. 


STUDIES AND PLANS 


Production studies which lead to the final 
plan can best be discussed in the followin 
sequence : — 

(i) lay-out and equipment ; 

(ii) organisation of work ; 

(iii) human factors. 


I propose to say a word about each in 
turn. The studies on which these observ 
tions are based in the main relate to th 
United Kingdom and the Continent and th: 
period since 1945. Here the effort has been 
on a co-ordinated and organised basis, 
gradually expanding as more trained person- 
nel became available and as we grew more 
sure of the lines on which we were working. 
Before the war attention to productivity was 
more spasmodic—at any rate in our European 
factories. In the United States work in this 
field has received more continuous attention 
As soon as more trai personnel are avail- 
able it is the intention to extend the studies 
to all our overseas operations. 


LAY-OUT AND EQUIPMENT 


The difficulty with lay-out is that ia 
an existing factory it is not easy to make a 
fresh start. In our organisation for insiaace 
the design of some factories is somewhat 
unsatisfactory, usually because during the 
earliest phases of their history they developed 
in a rather haphazard manner, and extensions 
therefore had to be made which had not beea 
foreseen and for which a suitable space had 
not been provided in the initial plan 
Ultimately this lack of logic works out i 
high cost—particularly of internal trans 
port. It is our experience that even im 4 
poorly designed factory methodical planning 
can quite often greatly improve the flow of 
production, and thus increase _ efficiency. 
Sometimes a certain amount of building ' 
necessary for this purpose, 


Even more important than design and !ay- 
out is the quality of the equipment. In our 
organisation we have ts of various de- 
grees of modernity, and this gives us 20 
opportunity two see how much difference 
equipment can make. The number of man- 
hours required 


only measure of efficiency. The higher cos! 
of equipment too has to be considered. Ia 
most cases, however, this increase in cost 
sealiaeienent: 2 post of owes 
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ing and ing of household soap tablets 
require 23.5 man-hours per ton, whereas in 
another factory where a modern packing 
machine is in operation, the labour cost of 
this product has been reduced to 8.1 man- 
hours per ton. 


Similar differences exist in our margarine 
factories. The average standard for factories, 
operating the old batch process, is about 9 
man-hours per ton of packed margarine. By 
applying a continuous method the standard 
can be brought down to 6} man-hours per 
ion, and by further mechanisation of packing 
even to 5 man-hours per ton. 


ORGANISATION OF WORK 


A logical lay-out and modern equipment 
do not by themselves guarantee the highest 
degree of efficiency. It is also necessary to 
concentrate on the organisation of work down 
10 the movements of the individual worker. 
We have been soap makers and margarine 
makers for a few generations, but it is re- 
markable that men who have grown up in a 
particular job find it difficult to detach them- 
selves sufficiently to obtain a fresh outlook. 
Quite often a trained observer can suggest 
more effective means of using time and 
energy, not only because of his specialised 
technique of observation and analysis, but 
also on the principle of a new light on an 
old subject. 


One of the main reasons for loss of time 
and energy is the lack of standardisation of 
products. Changing over from one size or 
weight to another causes considerable losses. 
Conveyor-belts have to be stopped and 
machines reset every time, and during re- 
setting not only the productivity of the 
machine, but also that of the operator is nil. 
Here we have a problem that calls for a 
great nicety of judgment—the striking of a 
balance between the consumer’s demand for 
variety and operational efficiency. The con- 
sumer is interested in operational efficiency 
because it is one of the determinants of the 
selling price. We therefore plan to produce as 
many products as possible by continuous 
runs, and where this is not possible to limit 
production to runs of a certain minimum 
length. Moreover, in countries where we 
have more than one factory, we are able to 
merease the degree of standardisation by 
concentrating particular types of runs in 
certain factories. 


The interruption caused by re-setting is 
only one form of irregularity of flow, which 
is One of the greatest sources of waste. In 
fact, at the very outset of a study we often 
discover that a lot of time is spent waiting 
for the next job. This was most obvious 
when raw materials were in short supply and 
arrived at the factory in irregular quantities. 
One example will illustrate the point. During 
the year 1948 in one factory labour cost per 
100 units of production of one item varied 
from 4s. to 13s., mainly in accordance with 
the volume of production in different weeks. 
Tt is not always possible to avoid hold-ups 
m the delivery of raw materials. There is, 
however, no reason why workers engaged for 
mstance in cleaning drums or repairings bags, 
should waste time in waiting for the next 
lot. Elimination of waiting time has often 
helped to increase performance by as much 
as 30 per cent. Apart from external in- 
fluences it is in most cases possible to secure 
a continuous flow by simple means, once the 
matter is given systematic attention. 


Surprising though it may seem, it is often 
more difficult to discover where exactly 
bottlenecks in the plant lie. Sometimes they 
are almost unnoticeable, and yet they have a 
decisive influence on output. This was evi- 
dent during the war when in one of the oc- 
Cupied countries the manager 
factory slightly reduced the 
Packing machines. His aim 
2 mild form of sabotage, but 
find an excuse in the inferior 
nme packing material. i 


This appeared to be 


a very smal] matter, but in fact it reduced the 
production of the whole factory by 10 per 
cent. Now this was a bottleneck of which the 
Manager was very well aware, but there are 
many factories in which bottlenecks are only 
discovered by study. This must be done by 
close co-operation of the expert with the 
factory management. 


THE WORKERS’ PERFORMANCE 


It has been well known that workers, even 
when they have done a certain job for a 
number of years, make unnecessary move- 
ments and thereby waste energy. By motion 
study it is possible to show how the same job 
can be done with less effort if things are 
arranged in a slightly different way. If and 
when after such re-arrangements the worker’s 
performance is increased, it is not because he 
is being driven, but because he has been 
helped to use his energy to better effect. 
Work study in a department where labour 
is chiefly manual has much greater effect 
than in a department which has already been 
mechanised ; because the machine in itself 
compels a certain amount of purposely or- 
ganised effort. Still, even in mechanised de- 
partments savings are possible. This was 
demonstrated by a study of mechanical 
packing in one of our soap factories, which 
resulted in an increase in productivity of 20 
per cent. 


On the whole, our experience is that even 
without incentives, by just studying the 
methods of work and improving them, we 
have been able to establish a level of pro- 
ductivity which we will call the new 
“ normal ”—30 per cent. above the previously 
existing level. To reach this level no extra 
effort by the worker was called for. It was 
solely a matter of eliminating waste and im- 
proving conditions. It should be emphasised 
that the “normal” is determined by the 
results of the studies and is then explained 
and accepted by the management and the 
workers concerned. This brings me to the 
last and most important point in the sequence 
—the human factor. 


HUMAN FACTORS 


When referring to the rather low standards 
of individual performance which have been 
typical of the post-war situation in most 
countries, some critics have assumed that 
this is all due to lack of effort on the part of 
the workers. Of course, wartime circum- 
stances have to a certain extent affected the 
workers’ effort. In occupied countries most 
people had adopted a go-slow attitude for 
Patriotic reasons. It is not surprising that 
after a period of passive resistance, frequently 
combined with undernourishment, the return 
to pre-war performance took some time. In 
other countries active warfare had demanded 
the utmost energy of all during a number 
of years, and a certain reaction was bound 
to set in. I think that these difficulties have 
been overcome by now and that wherever 
individual performance is inadequate it is 
wise to look at the methods of supervision 
in some detail. Day to day procedure, and 
the level of understanding on the part of 
supervisors may vary considerably. In our 
experience a good manager’s efforts to in- 
crease efficiency, after mutual consultation, 
are hardly ever frustrated by resistance 
from the workers. Neither workers nor 
office personnel like to work long hours, 
but whilst they are on the job, they are 
generally willing to work. In our organisation 
we are always in a position to compare con- 
ditions in different countries, and it is remark- 
able—perhaps to many this may be un- 
expected—that in our experience of European 
countries we have not found any important 
differences between the workers of various 
nationalities as far as willingness to work and 

i performance are concerned. 

ly speaking, there are two motives for 

workers to accept production study, namely 

that it saves energy and that it brings in 
extra money. 


zl 


Tt follows that the worker must te 
guaranteed that his wage will be maintained 
even if the amount of physica! effort required 
is less than was necessary before the improve- 
ments were introduced. 


The acceptance by all concerned of these 
work tasks js vital and can only be achieved 
by explaining in detail to everybody exactly 
how the measurement of them has been 
arrived at. To achieve this it may be neces- 
sary to hold classes of selected key workers 
10 explain the various measurement tech- 
niques. No trouble is too much to take to 
ensure full understanding. When the pro- 
duction is organised on the new basis, 
everybody should feel that the work has been 
made more attractive with a saving of 
physical effort. 


“NORMAL” PRODUCTION AND INCENTIV< 
SCHEMES 

The time taken to complete a producticn 
study in a factory to the point of establishing 
the new “ normal” varies in accordance with 
the complexity of the operations to be studied, 
the amount of time that the management can 
spare from day to day operation, and the 
degree of confidence that exists between the 
management and the workers; but in no 
instance can it be done quickly. In a medium 
sized factory, say one employing 500 workers, 
a minimum of 12 months is required. At 
least half this time is devoted to establishing 
basic understanding of the methods to be used 
and the objectives that are sought to be 
achieved. 


A production study can stop at the stage 
where work tasks have been set in relatien 
to the improvements in lay-out, equipment 
and organisation, and in many cases it does. 
This “normal” can also form the starting 
point for a soundly based incentive scheme, 
acceptable to both workers and management. 

From 1945 to date production studies have 
been initiated in 82 factories throughout the 
United Kingdom and the Continent. In 39 
of these the study has not yet been carried 
beyond the establishment of the “ normal ”; 
in the remainder, incentive schemes have been 
introduced. Proportionately, the number of 
incentive schemes introduced is much less in 
the U.K. than in the other countries. This 
is due to the fact that we started rather later 
to build up the necessary expert personnel. 
On the other hand in some Continental 
countries there has been a more positive 
pressure from the worker for the introduction 
of incentive schemes as a means of bringing 
his wage packet up to an adequate level, direct 
wage increases unaccompanied by increased 
productivity being in many instances pro- 
hibited by decree. 


The introduction of an incentive scheme 
once the “normal” has been established is 
relatively simple since the measurements on 
which the incentive is to be based have been 
already established and the method of record- 
ing set up. As a rule, a few weeks suffice. 
The principle is that the worker receives the 
full benefit of the reduction in labour cost 
per unit resulting from output in excess cf 
the “normal.” The company benefits by 
the reduction in the overhead element in the 
cost arising from the higher output. The 
company bears the additional cost of the 
clerical expense necessary for the recording. 
In the main, incentive schemes result in in- 
creases in output and workers’ earnings of 
about 20 per cent. 


Generally speaking, incertive schemes are 
based on groups of workers rather than in- 
dividuals. The groups should be small 
enough to keep every member informed and 
interested. 

A FAIR TECHNIQUE 


I shall not dwell upon the details of our 
incentive schemes because they vary with the 
character of the work. The point I want to 
emphasise is how essential it is for the workers 
to the technique of the system 
and to accept it whole-heartedly as being 
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fair. The same point has already been made 
in relation to the establishment of the 
“normal.” The operation of the incentive 
schemes requires the continuous attention of 
management. In the course of time as con- 
ditions change it is necessary to alter the 
* normal,” and this must receive close atten- 
tion. The change can be in either direction. 
For instance, if sub-standard material has for 
some reason to be handled the operator must 
not be penalised and sc the “normal” has 
to be reduced. On the other hand, if better 
machinery is installed, the “normal” will 
have to be increased. It is extremely im- 
portant that nothing be done to undermine the 
workers’ confidence in the real aims of the 
incentive plan. Much of the disinclination 
of workers to accept incentive schemes has 
been caused by fear that the rates may be 
cut as higher performance is achieved. For 
this reason we do not alter the “normal” 
unless some change in the equipment of the 
unit or in the character of the material makes 
it necessary. Technical improvements in- 
crease the output per man without any extra 
effort from the worker, and it is not reason- 
able that gains thus obtained should go to 
the worker in the form of bonuses. 


It is generally desirable that incentive 
schemes should be introduced to cover as 
large a proportion as possible of the workers 
engaged in a unit at the same time. This is 
desirable operationally, otherwise the harmony 
between the outputs of related departments 
would be disturbed. Moreover, it is not 

esirable to give the opportunity to one 
particular group of workers to enhance their 
earnings unless similar opportunities can be 
given to the others. 


This raises a further point—namely, that 
there are some operations in a factory which 
do not lend themselves readily to inclusion in 
incentive schemes basea on the output of the 
operators immediately concerned—main- 
tenance workers being a good example. The 
difficulty with these non-standard work tasks 
is to measure them satisfactorily and to 
record them without excessive cost. 


Speaking generally, we believe that an in- 
oentive scheme should not be introduced 
unless 50 per cent. of the workers can be 
brought within it. For it to have the best 
chance of success, we believe that it should 
comprise 75 per cent. Whatever percentage 
of workers can be included, the problem of 
what to do about those not covered by an 
incentive scheme must be faced. There are 
various alternative methods of increasing their 
earnings. The method selected should 
obviously provide for their earnings to in- 
crease, but not out of proportion to the 
earnings of those covered directly by the 
incentive scheme. 


The main points which I have indicated as 
having been brought out by our experience 
so far, are: — 


(i) Production studies czennot be done 
quickly, for it is essential that they should be 
thorough. The methods to be used and the 
objectives sought must be made clear to, and 
accepted by. management and worker. This 
demands a great deal of patience. 


(ii) Production studies require specially 
trained personrel. Once a plan has been 
introduced a specialist must be appointed to 
each unit management. 


(iii) Above all, the first priority must be 
given to the maintenance of complete con- 
fidence between management and workers, 
without which satisfactory results cannot be 
maintained. 


CONCLUSION 


And now in conclusion, some remarks 
about Productivity in general. From time to 
time figures of productivity of individual 
industries are published—in particular 
making comparisons between one country 
and another. Operating as we do in a large 
number of countries it can be rightly as- 


sumed that we are well placed to provide 
data of this kind for the industries in which 
we are engaged, but in fact such figures— 
although no doubt of general interest to the 
economist—have little direct usefulness for 
the industrialist. His task is to produce at 
the lowest cost units of output which are 
saleable. 


Theoretically, we could increase our pro- 
ductivity in England and Holland if we 
adopted the larger units of sale that are pre- 
valent in the United States. To give one 
example—the average unit of sale to the con- 
sumer of the leading brand of packaged soaps 
in the U.S. is 23 ozs. per packet ; whereas 
in England it is 7 ozs.; and in Holland it 
is 9 ozs. 


In all cases the packing operation is done 
by machinery, the output of which is deter- 
mined not by the weight of the throughput, 
but by the number of units that have to be 
produced. It is therefore not practicable to 
obtain the same productivity per ton of out- 
put in England and Holland as in the United 
States until the standard of living rises to a 
point which permits the consumer to buy in 
larger units. 


Again as we have already pointed out the 
degree of mechanisation has a large influence 
on productivity, but the practical limit of 
mechanisation is determined by the all-in cost. 
So it follows that the greatest opportunity to 
mechanise effectively exists im countries 
where the general wage level is highest. It is 
a fact that the wage level is higher in the 
U.S.A. than in England and Holland. 


For these reasons—and there are others— 
productivity figures by themselves are not a 
true criterion for measuring efficiency be- 
tween one country and another. We do 
believe that it is valuable to study the 
methods by which high productivity is 
obtained in different countries and then to 
see how far they can be applied elsewhere 
under differing conditions, and that is what 
we are attempting to do. By so doing, we 
shall in due course of time make a contri- 
bution towards raising the standard of living 
in all the countries in which we operate. 


The chairman concluded by moving the 
adoption of the report and accounts. 


Sir Herbert Davis, C.B.E., vice-chairman, 
seconded the resolution and it was carried 
unanimously. 


The proposed dividends of 10 per cent. on 
the ordinary stock and 6 per cent. on the 
deferreti stock payable on August 4, 1950, 
were approved, the retiring directors (except 
Mr H. H. Bagnall who had reached retiring 
age and did not seek re-appointment) were 
reappointed and the remuneration of the 
auditors, Messrs. Cooper Brothers & Co. and 
Messrs. Price Waterhouse & Co., who had 
been re-appointed under the provisions of 
the Companies Act, 1948, was fixed. 


LEVER BROTHERS & UNILEVER N.V 


The annual general meeting of the mem- 
bers of Lever Brothers and Unilever N.V. 
was held yesterday at Museumpark, Rotter- 
dam. Mr P. Rykens presided and made a 
speech in similar terms to that delivered by 
Sir Geoffrey Heyworth at the annual meet- 
ing of Lever Brothers & Unilever Limited, 
reported above. 


The report and accounts for the year 
1949 were adopted. The proposed dividend 
of 8.9 per cent. (being the equivalent of the 
dividend for the same year to be paid by 
Lever Brothers & Unilever Limited, to its 
ordinary stockholders calculated in accord- 
ance with the provisions of the equalisation 
agreement and converted at a rate of 
exchange of FI.10.64 to the £ sterling) was 
approved, the retir:ng directors (except Mr 
H. H. Bagnall) were re-appointed and the 
auditors, Messrs. Price Waterhouse & Co. 
and Messrs. Cooper Brothers & Co., were re- 
appointed. 
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CONSTRUCTORS, LIMITED 


PROFIT IMPROVEMENT MAINTAINED 
MR H. J. FINER’S STATEMENT 


The twenty-eighth annual general meetin 
of Constructors, Limited, was held at Nick 
Works, Tyburn Road, Erdington, Birming- 
ham, on July 20th, Mr H. J. Finer (chairman 
and joint managing director) presiding. The 
secretary (Mr J. A. Pinches) read the notice 
convening the meeting and the report of the 
auditors. 


_ The following is the chairman’s statement 
circulated with the report and accounts for 
the year to December 31, 1949: 


Ladies and Gentlemen.—It would be ap- 
propriate, I think, to commence my address 
this year by reminding shareholders that the 
company was converted into a public com- 
pany on October 27, 1949, and that the Stock 
Exchange has granted permission for dealings 
in, and for quotation for, the 150,000 prefer- 
ence shares now issued. Your directors fel: 
that the profits of the group had now reached 
a level which necessitated an increase in the 
permanent capital of the company and the 
£110,000 raised during the year by the pre- 
ference share issue has been utilised in the 
repayment of the advances from the group’s 
bankers, which, at December 31, 1948, 
amounted to £102,953. 


There is, consequently, a material change 
in the “liquid” position of the group and 
reference to the consolidated balance-sheet 
shows that current assets exceed current 
liabilities by some £230,000. The directors 
regard this margin as being quite ample to 
provide adequate working capital and norma! 
plant replacements, having regard to rising 
costs of production and price levels generally 


3 
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TRADING RESULTS 


In the press notice published in October, 
1949, reference was made under the heading 
“future prospects ” to the fact that “ profits 
earned in the current vear to date exceed 
those earned in the same period last year.” I 
am pleased to report that the improvement 
over last year was maintained. If you turn to 
the consolidated profit and loss account you 
will see that the balance from trading account 
increased to £168,586 from £143,193 last 
year. After deducting depreciation and 
amounts written off patents and transferring 
£6,000 to plant replacement reserve—a total 
of £21,760 as against £6,782 in the previous 
year, and after allowing for directors’ emolu- 
ments and other charges, including profits tax, 
the profit for the year before income-tax is 
£101,603. 


I do not think it is necessary to refer again 
to all the appropriations of profit, which are 
shown clearly in the directors’ report, but | 
should, perhaps. explain the transfer of 
£1,000 to the pension scheme reserve. When 
the company’s superannuation scheme ws 
inaugurated some years ago the directors 
thought it prudent to place sums to reserve 
and at the same time invest like amounts if 
government securities, to ensure that the 
annual premiums could be duly paid should 
the company experience less profitable trad- 
ing. Although the profits earned in recent 
years may suggest that this reserve may not 
be necessary, it is the intention of the direc- 
tors to protect the employees’ pensions by 
adding to this reserve from time to time, 


DIVIDEND AND RESERVES 


Regarding the distribution to shareholders, 
the preference dividends have, of course, 
been paid during the year An interim divi- 
dend of 10 per cent., less income-tax, has 
been paid on the ordinary shares and the 
board recommends a final dividend on the 
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ordinary shares at the same rate. This 
leaves a balance on the group profit and loss 
account of £67,246 compared with the 
balance from last account, after crediting 
a surplus taxation reserve of £1,624, of 
£40,165. 


The group’s reserves now amount to 
£147,459, and I would remind shareholders 
that in the press notice it was pointed out 
that the directors may, if they think fit, pro- 
pose a capitalisation of reserves and the issue 
of bonus shares. At the appropriate time the 
directors will consider the advisability of such 
an issue to bring the company’s issued capital 
more into line with the actual capital em- 
ployed in the business. 


It would be unwise in these difficult times 
io make any forecast as to the future, but I 
can say, aS far as the current year is con- 
cerned, that progress to date has been main- 
tained. 


I should like to conclude with a vote ot 
thanks to our directors, staff and employees 
in which, I am sure, you will all be pleased to 
join. 

The report and accounts were adopted ; 
the proposed dividends were approved ; the 
retiring director, Mr J. A. Pinches, was re- 
elected, and the remuneration of the auditors, 


Messrs Thomson MecLintock and Company, 
was fixed. 


NCHANGA CONSOLIDATED 
COPPER MINES 


EXPANDING PRODUCTION 


The thirteenth annual ordinary general 
meeting of Nechanga Consolidated Copper 
Mines Limited was held on July 26th, in 
London. 


In the course of his speech, Mr S. S. 
Taylor, C.M.G., D.S.0., Deputy Chairman, 
who presided, said: — 


I would like to make a few comments on 
ihe directors’ report and accounts, and in 
the first place I will deal with the matter of 
our expanding production. 


The programme adopted was as 
follows : — 


We would raise production to a figure of 
64,000 long tons of copper per annum and 
we would also undertake shaft sinking and 
development with a view to a still larger pro- 
duction. The 64,000 long ton programme 
was initiated and has proceeded, although as 
has been reported to you from time to time 
various delays have occurred in delivery of 
plant and machinery, while there have been 
substantial increases in the cost of plant, 
machinery and labour. I informed you last 
year that the total cost of the programme, 
including various items of plant, machinery 
and housing which had been added to the 
first scheme, was estimated at £4,087,000 
Since then there have been further increases 
in cost and our latest estimate is £4,500,000. 
The time of completion is approaching, and 
I have no reason to believe that there will 


be any further increase in the figure I have 
mentioned. 


. 
FURTHER CAPITAL EXPENDITURE 


We have had to provide for further capital 
expenditure over and above the actual cost 
of our extension programme. We have pur- 
chased £250,000 ordinary stock in Rhodesia 
Copper Refineries Limited ; we have pro- 
vided additional stocks of copper in connec- 
ton with the increased production pro- 
glamme requiring £475,000, and our share 
of expenditure on the electric power inter- 


connection scheme amounts to £180,000. 
These extra items of capital expenditure make 
a total of about £900,000, which, added to 
the cost of the extension programme, gives 
us a figure of £5,400,000. The amount of 
new capital raised in 1946 was £4,100,000, 
leaving a balance to be provided of 
£1,300,000. Last year I informed you that 
our capital commitments would require us 
to use a substantial amount of the profits 
which the company had made. It was for 
that reason that we did not recommend to 
you the payment of a dividend for that year, 
but the £1,300,000 to be provided is covered 
by our revenue reserves. 


In the directors’ report it is stated that 
the rate of production of 64,000 long tons of 
copper should be reached by the end of 
December this year. You will have seen from 
the directors’ reports that the production 
each year has increased gradually from 
22,138 long tons in the year ended March 
31, 1947, to 38,761 long tons in the year 
under review. Since the end of the financial 
year production has increased monthly ; for 
the three months ended June 30, 1950, pro- 
duction amounted to 13,545 long tons. It is 
worthy of note that the production for June 
itself was 5,324 long tons, which, on a yearly 
basis is almost equivalent to 64,000 long 
tons. None of this production is in the form 
of electrolytic copper as the Leach Plant at 
Nchanga is not yet complete, nor are the 
extensions to the Electrolytic Refinery, 
belonging to Rhodesia Copper Refineries 
Limited, which are being made to deal with 
part of the production of this company. The 
extensions to the refinery, however, are ex- 
pected to be complete by the end of this 
year, though the coming into operation of 
the Leach Plant may be slightly delayed 
beyond that date, owing to power shortage. 


That completes my remarks on _ the 
64,000 long ton programme and the provi- 
sion for its finance. 


MINING PROGRAMME 


I will now deal with the question of still 
larger output of copper, which was envisaged 
in 1946. At that time it was thought that 
the final plans of plant construction and deci- 
sions as to what capital expenditure would 
be required would not be made until the 
64,000 long tons plant had been running for 
some time. Since then our views have 
changed somewhat. It is in the interest of 
the country that the fullest possible produc- 
tion of copper should be provided by the 
British Empire, and it is also to the interests 
of the company that the potentialities of our 
great mining property should be exploited to 
the full. As I have said, there have been 
considerable delays in the completion of the 
extension to 64,000 long tons, and we have 
at present at the mine a large construction 
labour force which would take some time to 
re-assemble if it was once disbanded. We 
have gained considerable information, which 
will enable our consulting engineers to plan 
our mining programme. For all these reasons 
your directors have decided to proceed with 
the next stage forthwith. We are planning 
for a production of 108,000 long tons of 
copper per annum. The estimated cost of 
the increase is £5,700,000. In due course 
information will be given to you as to how 
it is proposed to finance this programme, 
but I may say that the present intention of 
your board is to obtain the main portion of 
the required funds by way of loan. We 
expect to complete this programme by the 
end of 1952, and we also expect that nearly 
the whole of the total production will be in 
the form of electrolytic copper. 


We are still under contract to sell the 
major part of our output for the calendar 
year 1950 to the Ministry of Supply. 


The dividend of 20 per cent. was approved 
and the report adopted 
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EX-LANDS NIGERIA 
LIMITED 
INCREASED TIN REVENUE 

The thirty-eighth annual general meeting 
of Ex-Lands Nigeria Limited, was held on 
uly 26th in London. Maj.-Gen. W. W. 

ichards, C.B., C.B.E., M.C., the chairman, 
presiding. 

The following is an extract from the cir- 
culated statement of the chairman: 

The declared output from our mines for 
1949 was 725 tons of tin concentrates. This 
compares with 755 tons of tin produced 
during the previous year. In his report the 
manager gives the F.O.R. cost per ton as 
£151. After some final necessary adjust- 
ments the actual cost per ton figure was 
£151,339. By far the largest proportion of 
the expenditure per ton of tin mined is for 
native wages and amenities. 

Further drilling was carried out and the 
result of the year’s work has been to increase 
the proved reserves by 48 tons after taking 
into account the 725 tons mined. The 
reserves at December 31, 1949, were 4,582 
tons contained in 11,122,700 cubic yards, 
giving an average value of 0.92lb. per cubic 
yard. 

Tin revenue, £304,760, was up on last 
year by some £16,948, although the tin pro- 
duced was less by 30 tons. After making 
provision for the distribution of 30 per cent. 
dividend for the year, the credit balance 
carried forward on profit and loss account 
is increased from £25,136 to £40,255. 

Up to May 3lst this year, 345 tons of tin 
have been produced compared with 350 tons 
mined during the same period last year. The 
decrease is due almost entirely to shortage of 
water. Generally speaking, the labour posi- 
tion is satisfactory, and we can look forward 
to the future. 

The report was adopted, 





CHAMBERS WHARF AND 
COLD STORES LIMITED 


SATISFACTORY PROFIT 


The twenty-third annual general meeting 
of this company was held on July 24th in 
London, Mr Charles Goldrei (chairman and 
managing director) presiding. 

The following is an extract from the 
statement by the chairman for the period 
ended March 31, 1950:— 

The accounts for the 53 weeks under re- 
view disclose a trading profit (after providing 
for payment to the Ministry of Food Cold 
Storage Control of the excess over the maxi- 
mum allowed to be retained by the com- 
pany) of £159,627. This is considered 
satisfactory. 

Your directors have transferred to general 
reserve £7,500, to staff pensions and benevo- 
lent account £5,000, to contingencies reserve 
£20,000, and they recommend a final divi- 
dend of 225 per cent. 

In December, 1949, the company purchased 
additional land and buildings adjoining their 
riverside premises and on March, 31, 1950, 
they also acquired the lease of St. Saviour’s 
Wharf, Mill Street, Dockhead, which is 
nearby. These acquisitions have increased 
the company’s storage capacity by some 
10,000 tons of warehousing accommodation. 

Your company has played its part in the 
campaign against the nationalisation of cold 
stores. We, in company with the industry, 
consider in the national interest that private 
enterprise is in a better position to keep the 
industry on a competitive and therefore 
efficient basis than any nationalised concern. 

The report was adopted. 

At a subsequent extraordinary general 
meeting resolutions to sanction the capitali- 
sation of £42,707 5s. of the undivided profits 
and to alter the articles of association were 
approved. 
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WALSALL CONDUITS, 
LIMITED 


FURTHER RE-EQUIPMENT AND 
EXPANSION 


The fourteenth annual general meeting of 
Walsall Conduits, Limited, was held on 
July 25th at Grand Hotel, Birmingham, Mr 
Albert E. Read (chairman) presiding. 


The following is the chairman’s statement 
circulated with the report and accounts : 


It will be seen from the consolidated profit 
and loss account that the combined net profit 
of the parent company and its subsidiaries 
after making full provisions, including taxa- 
tion on the basis of the legal liability to 
December 31st amounts to £147,581, as 
compared with £178,041 for the previous 
year. In making comparison with the pre- 
vious year’s results I would remind you that 
the profits of the company’s principal sub- 
sidiary covered a period of 16 months from 
September 1, 1947 to December 31, 1948. 
Before providing for taxation the net profits 
earned by the parent company exceeded 
those of the previous year by approximately 
£11,000, but in the case of the subsidiary 
A. G. Hackney and Company, Limited, the 
net trading profit for the year 1949 amounted 
to £31,688, compared with £64,059 for the 
period of 16 months ended December 31, 
1948. This fall in the profit was largely due 
to increased costs of both labour and materials 
and there was also some falling off in the 
demand for the type of porcelain products 
of the subsidiary, but steps are being taken 
to extend the range of its productions and I 
am hopeful that improved results will be 


obtained. 


In my statement a year ago I referred to 
rising costs of production and shortage of 
labour and limited floor space. These con- 
ditions continue to apply but not, I am happy 
to say, to quite the same extent 


FACTORY EXTENSIONS 


The new tube mill is now in full production 
and working smoothly and well. New 
pickling and enamelling plants are in course 
of being installed and it is anticipated these 
will be completed by the end of the present 
year and will provide facilities for a sub- 
stantial increase in tube output. Since 1945 
approximately £100,000 has been expended 
from the company’s liquid resources on 
capital re-equipment and expansion. The 
continually increasing demand for our pro- 
ducts will necessitate further extensions in 
every department apart from the tube mills, 
the extensions to which are now nearing 
completion. The company’s business is very 
complex, embodying grey, malleable iron 
and non-ferrous foundries, steel tube mills, 
galvanising, pressing and engineering shops, 
all of which are equipped with modern plant 
and machinery necessary for the production 
in the most economical way of a vast assort- 
ment of articles from the smallest pressing 
to the larger types of industrial equipment. 


Prior to the war it was possible, and was 
the policy of your directors, to retain sufficient 
liquid resources to meet the cost of new plant 
and for development purposes. Today, 
however, the cost of such capital outlay is 
anything up to 400 per cent. higher than in 
prewar years and taxation now absorbs the 
liquid resources which formerly would have 
been set aside for such purposes. The 
maintenance of full employment is worthy 
of our greatest efforts but expansion of pro- 
duction and full employment must go hand 
in hand. This cannot be maintained indefi- 
nitely if the liquid resources of industry 
continue to be appropriated by the State in 
the form of excessive and penal taxation. 


I am pleased to be able to state that pro- 
duction and sales so far this year show an 
increase of approximately 10 per cent. over 
the cama period of last year. These 
results have not been easily achieved; they 
are the result of experience and hard work 
and your directors thank and congratulate 
the management, staff and all the company's 
employees for their loyalty and support 
throughout the year. 


The report was adopted. 





WHITEHEAD IRON AND 
STEEL COMPANY, LIMITED 


LARGER TRADING PROFIT 
MR G. H. LATHAM’S STATEMENT 


The forty-third annual general meeting of 
The Whitehead Iron and Steel Company, 
Limited, was held on July 25th at Newport, 
Mon, Mr G. H. Latham, LL.D., J.P., the 
chairman and managing director, presiding. 


The following is an extract from his state- 
ment circulated with the report and accounts: 


The trading profit for the year to March 
3lst last amounted to £762,706, an increase 
of £111,403 compared with the previous 
year. The profit before charging tax amounts 
to £766,356. Of this sum, considerably more 
than half, viz. £398,750, goes in taxation, 
leaving a net profit of £367,606, from which 
provision for a dividend and the replacement 
and modernisation of the plant must be 
made. The total amount distributed in divi- 
dend, namely £129,332 (net), represents 35 
per cent. of the net profit, so that 65 per 
cent, (£238,274) is retained in the business. 


CRIPPLING TAXATION 


Taxation is crippling industry. The more 
modern the works the higher is the cost of 
maintenance and replacement, and_ the 
exaction of a sum which is more than half 
the profit is a short-sighted policy. We shall 
soon need all the competitive power we can 
command, and it behoves us to keep our 
plant in first-class order. Taxation as it 
stands today makes this extremely difficult, if 
not impossible. 

After adding to the net profit (£367,606) 
the amount brought forward (£70,550), the 
total amount available is £438,156 

Deducting: 

Interim dividend (12} 

per cent.) paid .. £53,883 
Final dividend proposed 

(174 per cent.) 
Transfer to General 

Reserve recommended 225,000 


75,444 


354,332 





There will be carried forward to 


next year £83,824 


The book value of the net assets now 
stands at £3,105,603, compared with 
£2,826,849 as at March 31, 1949, and the 
General Reserve will stand at £1,625,000 if 
the transfer now recommended is adopted, 


SUBSIDIARY COMPANIES 


Whitehead Hill and Company, Limited: 
The demand for our wire products fell off 
during the year, but the market is now show- 
ing distinct signs of recovery. The previous 
shortage of wire rods has entirely disappeared 


and the continuity of supplies has been safe- 
guarded. 


THE ECONOMIST, July 29, 1959 


Brick Works: At the Llandowlais Brick. 
works we are producing some of the best 
bricks in the country and we have no diff. 
culty in disposing of all our output for , 
long time ahead. 


W. A. Baker and Company, Limited: Qy; 
modern Engineering Shops are fully equipped 
to undertake a wide range of engineerinz 

roducts, An agreement with a well-known 

S.A. manufacturer of  paper-making 
machinery has proved to be very successfy! 
and finished machines are being shipped t3 
hard currency areas, thus making a valuabls 
contribution to the export drive. 


We have had an extremely difficult year jp 
starting up the mew Mechanised Foundry 
with untrained labour. The mass production 
of castings necessitated the finding of con- 
sumers in entirely new markets, which his 
thrown an extra burden on our Pattern 
Shops. It will be appreciated, therefore, tha: 
these factors have militated against any re- 
turn, by way of profit, on the substantia! 
holding of the parent company. 


The company has an excellent reputation 
for ornamental structural work in wrought 
iron, steel, bronze, etc., and have recently 
executed important contracts for large orna- 
mental gates, etc. 


Godins, “ The Rollers of Steel Sections” 
Limited: This modern factory is well 
equipped with rolling facilities for the manu- 
facture of Cold Formed Sections in stee! and 
non-ferrous alloys such as aluminium, duri- 
lumin, as well as stainless steel. A year ago 
there was a pronounced recession in the 
demand, but business is now much improved 

Courtybella Works: During the year the 
whole of our Hot Rolling Continuous Mills 
were in full operation, and the output 
exceeded the highest “peak” output pre- 
viously achieved in the history of the com- 
pany. The works are still contributing ver 
substantially to the export market. 


We have progressively re-designed and 
rebuilt our re-heating furnaces; and the 
electrical drives of all hot rolling mills have 
been modernised. The whole of the works 
at Courtybella are consequently in an excei- 
lent state of efficiency so that we are able t 
meet any competition in the manufacture 0! 
the products in which we are interested. 


Cold Rolling Department: During the first 
three months of the year the demand for 
cold rolled material fell appreciably, but in 
the last six months the demand revived anc 
the present position of our order book 5 
healthier than it has ever been. Full-time 
working is assured for a very long period, 
and the excellent finish and quality of out 
steel ensures your company getting its fu! 
share of both the home and export market. [: 
is interesting to note that our output in [he 
year 1937-38, which was a “ peak” produc- 
tion period throughout the steel industry, 
was more than doubled last year, so that you 
have every reason to be proud of the cold 
rolling mills now installed, 


BRIGHT PROSPECTS 


I am confident that the future prospects 
of the company are bright, and if the 
politicians will allow us to get on with te 
job without the atmosphere of uncertainty, 
we are quite able to contribute our full shar: 
to the record outputs which are being 
achieved by the steel industry as a whole. 

In conélusion, I am happy to pay trdut: 
to all employees, both of The Whitehea- 
Iron and Steel Company, Limited, and '% 
subsidiary companies. I cannot speak 1 


highly of their enthusiasm and co-operation 
During the year we have again been entitc') 
free from labour troubles. Every man 535 
worked well, with that loyal team spt’: 
which is such a marked feature throughout 
the whole of the steel industry. 


The report was adopted. 
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TRUST HOUSES LIMITED 
INCREASED TRADE 


The forty-seventh annual general meeting 
ef Trust Houses Limited was held on July 
24th in London. 


Captain A. R. S. Nutting, O.B.E., M.C., 
the chairman, in the course of his speech, 
said: Our profit for the year shows an _in- 
crease as compared with last year. This 
result will, I hope, be thought satisfactory. 
It reflects the first full year’s trading of 
RBrown’s Hotel and of the Cairn Hydro at 
Harrogate, which was re-opened, after 
Government occupation, in May of last year. 
It reflects also—and this I think is the 
eratifying thing—a steady if unspectacular 
mprovement in the volume of our trade in 
apartments and food in the majority of our 
houses, 

It may be interesting here to look back 
and compare the company’s business today 
with what it was for 1939, the year before 
the war. For the purpose of the comparison 
| must of course exclude Brown’s Hotel and 
also the business of our associated company, 
the Surrey Trust. In 1939 the number of 
sleeper nights recorded was just over 
1,000,000. In the year just completed, in 
approximately the same number of houses, 
it was 1,500,000. In 1939 the number of 
meals we served was about 5,000,000 ; last 
vear it was just on 8,000,000. 


COST OF IMPROVEMENT TO PROPERTIES 


I draw your attention to the very large 
‘um of money that we have had to spend on 
repairs and maintenance of our houses—no 
less a sum than £530,000. In addition, we 
have spent £62,500 on improvements. It 
is in total a very considerable figure and the 
present bright and cheerful condition of our 
houses after the dreary war and postwar 
vears has, I am sure, a good deal to do with 
the maintenance of the volume of our trade. 

Nevertheless, it is an alarming figure, for 
it reflects the sharp rise in costs and the 
effect of purchase tax. When we have 
caught up with postponed expenditure our 
charge in the profit and loss account under 
this head will be a very heavy one. It is 
worth noting that out of our very heavy 
spending last year on furniture and equip- 
ment 12} per cent. went to the Treasury as 
purchase tax. The concession announced by 
the President of the Board of Trade the other 
day would help a few establishments, includ- 
ing, I hope, some of ours, but at the risk 
of seeming ungrateful I am bound to say 
that we should have much preferred a mea- 
sure of relief in which all hotels and inns 
could participate. 


CATERING BUSINESS 


During the last year a lot has been said 
iN many quarters about English hotels, not 
by any means all of it favourable. It seems 
to me that these comments have not made 
enough allowance for the industry’s difficul- 
ues in the postwar years and for the effect 
of food rationing on hotel catering. It is 
apparently thought that catering establish- 
ments are better off than the housewife, but 
that is far from being the case. 

You may expect me to say something 
about the effect of the removal of the restric- 
hens on meals—that is, both the 5s. limit 
of price and the limit to three courses. Our 
figures do not show any real increase in 
spending per head. The customer is 
delighted to have a little more freedom of 
choice, but on average he does not want to 
pay any more. It is your company’s policy 
‘© continue to offer a reasonable meal at a 
moderate price, 

As to the prospects of business this sum- 
mer, they appear to be reasonably good, 
provided world conditions do not deteriorate. 

The report and accounts were adopted. 


THE TRUSTEES 
CORPORATION, LIMITED 


12 PER CENT. DISTRIBUTION 
MAINTAINED 


The sixty-second annual general meeting 
of The Trustees Corporation, Limited, was 
held in London on July 26. 

Mr L. A. Stride, the chairman, in the 
course of his speech, said: Once more we 
come before you with results which are satis- 
factory, At £282,359, gross revenue from 
interest and dividends for the year to May 
31st last showed an increase of £19,383 com- 
pared with the previous year. In the year 
under review certain unusual factors led to 
the appreciable increase now apparent in- 
cluding devaluation Jast September. Even 
in a full year, however, devaluation will have 
relatively small effect upon our total revenue. 

For the year now current, on the basis of 
careful estimates, we foresee no likelihood of 
a further increase in income from invest- 
ments anything like comparable with that of 
last year. At home and abroad grave un- 
certainties prevail and we therefore are con- 
vinced that in accordance with past policy a 
cautious outlook is still clearly called for. 

I give it as my conviction that at home on 
the part of the community as a whole there 
is no true comprehension of the continuing 
seriousness of this country’s financial and 
economic situation. As was recently said in 
the House of Commons, there is still grave 
risk that the so-called “ Welfare State” may 
ultimately prove to be the “ Farewell State.” 
For our own part, beset with the doubts and 
difficulties both at home and abroad which 
spring from political considerations quite out- 
side our powers, we shall continue to manage 
your affairs with prudence and to the best 
of our abilities. 


The report was adopted. 


FORSTER’S GLASS 
COMPANY LIMITED 


RECORD SALES 





The thirty-first annual general meeting of 
Forster’s Glass Company Limited, was held 
on July 21st in London, Major A. C. 
Bonsor presiding in the unavoidable abscence 
of the chairman (Colonel C. E. Ponsonby, 
T.D., D.L.). The following is an extract 
from the circulated statement by the chair- 
man: The profit for the year amounts to 
£72,405, a8 against £69,147 last year. Your 
directors recommend that a dividend of 16} 
per cent. be paid on the ordinary shares. 

During the year the volume of production 
and of sales constituted records in the history 
of the company. As far as the present year 
is concerned, the demand for your company’s 
products continues at a satisfactory level. 

In common with many other manufac- 
turers we are now passing through a period 
of very difficult trading conditions. Our 
selling prices have remained stable since 
October, 1947, although since that date all 
costs to us have been steadily increasing. 

The continued incidence of heavy costs 
over the past year and the additional items 
to be borne this year, left us with no alterna- 
tive but to apply for an increase in our selling 
prices. There was every justification for a 
five per cent. increase, but the authorities 
concerned were unwilling, in view of the 
present economic position of the country, to 
allow us more than two and one-half per cent. 

The permitted increase will not balance 
all our additional costs, and it is obvious 
that this will have an adverse effect on the 
company’s earnings during the current year. 
Our plant and machinery is kept in a high 
state of efficiency and wherever possible 
new and improved technical equipment and 
methods are introduced. 

The report was adopted. 
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OHLSSON’S CAPE 
BREWERIES 


A NEW ISSUE 


The sixty-first annual general meeting of 
Ohlsson’s Cape Breweries, Limited, was held 
on July 19th in London. 

Mr Geoffrey Dent (the chairman), in the 
course of his speech, said: The year under 
review has not becn altogether free from 
difficulties in the conduct of the company’s 
business. The profit on trading and rentals 
of the company and its subsidiaries for the 
year, after charging all working and manage- 
ment expenses but before providing for 
depreciation, amounted to £630,111. It is 
proposed to pay a final dividend of 17} per 
cent. on the ordinary shares less income-tax, 
making 22} per cent. for the year. 

The trading profits show a decrease of 
£57,376, but it is satisfactory to record that 
net profit is only slightly below the figure 
for 1948-49. 

Your board have decided that the time 
has now arrived when the provision of addi- 
tional capital is desirable. It is proposed to 
offer for subscription by the ordinary share- 
holders 180,000 new shares of £1 each in 
the proportion of three new shares for every 
10 shares held at the close of business on 
Monday last, July 17th. These shares will 
be provisionally allotted to the ordinary 
sharcholders at a price of £3 10s. per share, 
which is approximately 10s. below the 
present market price of the issued ordinary 
shares. 

The proceeds of the issue, which will 
amount to approximately £612,000, will be 
required to finance the company’s existing 
commitments for capital expenditure, includ- 
ing the new Lager Brewery now in course 
of construction at Cape Town, a new bottling 
depot in Bulawayo in Southern Rhodesia, 
and a new depot at East London. 

The report was adopted. 
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SAN FRANCISCO MINES 
OF MEXICO, LIMITED 


The thirty-seventh annual general meeting 
of the San Francisco Mines of Mexico, 
Limited, was held on July 25th in London. 
Mr C. T. Pott, the chairman, presiding. 

The folléwing is an extract from the chair- 
man’s circulated statement: 

The net profit for the year amounted to 
£628,525, against £503,141 in the previous 
year. The directors recommend the payment 
of a dividend of 5s. per unit. 

During the year 1948-49 we milled 
580,000 tons, against 503,000 tons in the 
previous year when operations were sus- 
pended for two months by a workmen’s 
strike. The average grade of the ore milled 
was above that of the previous year and 
nearly equalled the average grade of our ore 
reserves. 

Due to the shortage of underground 
workers, development on vein was restricted 
to some 4,000 metres, of which 40 per cent. 
was payable. Although the meterage de- 
veloped was smaller and the payability lower 
than in recent years, the tonnage and the 
grade of the blocked-out ore reserve was 
maintained at over 4,000,000 tons averaging 
about 16 per cent. combined lead and zinc. 

The mill and mine are now fully equipped 
to operate on a scale of 60,000 tons 
per month, which is 20 per cent. above the 
previous capacity, but so far there has been 
insufficient labour to enable the expanded 
capacity to be fully used. The labour 
supply, however, is now improving and it is 
anticipated that the current monthly pro- 
duction rate of 50,000 tons will be brought 
up gradually to 60,000 tons by the end of 
1950, with of course, proportionate effect 
upon our earnings. Our strong financial 
position enables us to face the future with 
confidence. 

The report was adopted. 
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G.R.A. TRUST 


MR. F. S. GENTLE ON “ GROSSLY 
UNFAIR ” BETTING TAX 


The twenty-second annual general meet- 
ing of The Greyhound Racing Association 
Trust, Limited, was held on July 27th in 
London. 


Mr. Francis S. Gentle (chairman and 
managing director), in the course of his 
speech, said: The group’s trading profit was 
£412,000, as against £519,000 in the preced- 
ing year. The fall in totalisator revenue, 
which we attribute mainly to the continued 
effect of the 10 per cent. Pool Betting Duty, 
was even greater, but we were able to 
counteract that to some extent by planned 
savings in operating expenses. Your board 
recommends maintaining the ordinary divi- 
dend at 30 per cent. 


We regard the 10 per cent. Pool Betting 
Duty as a most unjust tax, striking only at 
on-the-course betting on greyhound race- 
courses. It seems to us grossly unfair that 
we should be taxed sifmply because we are 
easy to tax, but that seems to be the only 
reason for this discrimination. In addition, 
the results show that the rate of tax is much 
too high. Average attendances at greyhound 
race meetings at your tracks during the year 
to March 31, 1950, were less than 2 per 
cent. down, as compared with the previous 
year. But the totalisator turnover on average 
was 164 per cent. down and the downward 


tendency still continues. To my mind these 


figures clearly show that the 10 per cent. tax 
is “ more than the traffic can bear.” 


As regards the future, I am confident that 
your company is as well equipped as any to 
weather any difficulties. 


The report was adopted. 


WILLIAM HANCOCK AND 
COMPANY LIMITED 


COLONEL J. G. GASKELL’S REVIEW 


The sixty-third annual meeting of 
William Hancock and Company Limited was 
held on July 25th at Cardiff, Colonel J. G. 
Gaskell, T.D., D.D., chairman and managing 
director, presiding. 


The following is an extract from the chair- 
man’s circulated statement: 


The net profit for the year after all charges 
amounts to £78,474 compared with £86,449 


- for the previous period of 10 months. This is 


the more disappointing, because during the 
year our beer trade increased by 8 per cent., 
which is exceptional in comparison with 
brewers’ turnover in some other parts of the 
country. 


The profit reduction can be explained by 
many factors. In the Budget of April, 1949, 
there was a reduction in duty of 24s. a 
barrel, but of that 24s. brewers were required 
to find 3s. and in addition there was a loss 
incurred on the duty-paid stocks in the 
brewery. The cost of materials has in- 
creased ; wages have gone up, and the cost 
of electricity and fuel was higher. 


As a result of the April Budget this year, 
the gravities of all beers have been increased 
by three degrees. Whether this increase in 
gravity is going to produce increased output, 
I am very doubtful. 

Since the devaluation of the pound in 
September, there have been increases in the 
cost of heavy fuel oil, petrol and railway 
freights. 

On the brighter side of the picture we 
have shown an increase in sales, a great 
achievement which would under more 
favourable conditions have meant a profit 
increase. 

The long overdue release of petrol from 
all restrictions will undoubtedly be of benefit 
to many of our residential hotels. 

I am reasonably confident that we can look 
forward to some relief of the taxation burden 
in all its forms now borne by the trade and 
which in turn should increase the spending 
power of the public. 

The report was adopted 


BARRY AND STAINES 
LINOLEUM, LIMITED 


The ordinary general meeting of Barry 
and Staines Linoleum, Limited, was held on 
July 27, 1950. 

Sir John N. Barran, Bt., the chairman, in 
the course of his speech, said :— 

Both turnover and net profits have ex- 
panded. Our Canadian investment has given 
us the best dividend ever declared so far, and 
our French Company, despite many diffi- 
culties, has had another satisfactory trading 
year. We have been able to add a greatly 
increased sum to our contingency reserve. 
We have depreciated more heavily than last 
year. 

We have restored the dividend on our 
Ordinary stock to its normal prewar rate. We 
have increased the rate of the bonus to our 
employees of all grades. 

But we are all conscious that the trade 
barometer has already fallen. Control has 
been relaxed with pitiful and grudging slow- 
ness. There is no possible justification for 
the maintenance of price control for our 
industry. 

Purchase tax is quite indefensible today on 
such goods as our industry offers. Even more 
indefensible is the seizing by Government of 
profits not distributed as dividends, but re- 
served for strengthening capital against the 
heavy replacement costs of the future. 


DIRTY WEATHER AHEAD 


Hampered as we still are by these conditions, 
we cannot count on the results of 1949 being 
repeated in 1950. What steps are we taking to 
prepare for the dirty weather into which our 
ship may well run ? We are pressing forward 
with every fruitful plan of renewal, extensions 
and invention at our command. Scientific 
and chemical analysis, research and trials are 
hard at work. Our warehouses are de- 
requisitioned and now re-opened; our 
travelling staffs are active again. 

We are more than ever convinced that the 
spirit of co-operation, and a growing sense 
in the mind of the rank and file of British 
workers, of the dignity of individual labour 
and the share of individual responsibility, 
however modest, for the common result, are 
among the true main-springs in securing for 
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uctivity its full meanin 
If-reliance not subsidies, cope 
cushions, should be the netic ne 


mal watchword 
The report and accounts were unanimously 
adopted. , 





WHITEHALL ELECTRIC 
INVESTMENTS LIMITED 


The twenty-eigMth annual general Meeting 
of Whitehall Electric Investments Limited 
was held on July 20th at Winchester H se 
London, E.C. ey 

The following is a summary of the re if 
for the year ended December 31, 1949: _ 

_ The consolidated gross income amounts to 
£143,425. 

The valuation of the assets, excluding th 
London premium on U.S. investments. js 3. 
follows: 
$6 preferred stock of American 


13 25 


_and Foreign Power - £1,317,915 
Other investments at market ~ ee 
UN Sis teere donnie: citi ecackss.. 2,020,956 
Unquoted investments ....... Sees 609,005 
Gilt-edged investments and net os 
UOTE OOUERS 0. Sci coesccs.s: 560,111 





£4,507,987 





Deduct minority interest ...... 185,561 
Leaving attributable to the com- 

pany, excluding any valuation 

of Athens _...... Le aetts sia ckese £4,322,426 

The scheme of arrangement, which wa 
approved by shareholders at meetings held 
on August 10, 1949, received the sanction 
and confirmation of the Court and became 
effective on November 11, 1949. 

No dividend was received during the year 
on the $6 preferred stock of American and 
Foreign Power. In view of the rising dollar 
price of the shares and the advantageous rite 
of exchange, opportunity is being taken 
reduce this investment. 

The Greek civil war has been brought to 
a successful conclusion by the Government 
forces. The U.S. authorities have declared 
their intention to go forward with plans for 
the reconstruction and industrialisation of the 
country; but they have made the continuance: 
of American aid dependent on the adoption 
by the Greek Government of administrative 
and fiscal reforms. 

The Athens electricity company has pressed 
forward with extensions to its generating 
capacity and reinforcement of its distribu- 
tion system; and, as a result of the $9 
million loan granted under E.C.A. auspices, 
it has been enabled to place orders for further 
equipment to meet its immediate needs. 

The transport undertaking suffered ftom 
increased competition by private buses, but 
some improvement in revenues has resulie 
from increases in fares 

The devaluation of the drachma 19 
September, 1949 seriously affected the eacn- 
ings of both companies, as they are wholly 
dependent on their drachma earnings to mee 
the cost of imported materials and to pi 
vide for amortisation and loan service i 
sterling or dollars. It has not yet been 
practicable to adjust tariffs to mect the cot 
sequent loss. 

The report and accounts were adopted an 
the retiring directors re-elected. 


LL LL LL i 


ARTINS (DYERS & CLEANERS) LIMITED, Apperley Bridge, 
near Bradford, wish to appoint a Chartered Accountant to act 

as deputy to the company secretary. Applicants should be 28-35 
years and with keen interest in industrial accountancy. The position 
involves considerable responsibjlity and carries very favourable 
prospects.—Write, stating age and details of education and 
experience, including service record, if any, 


required, to Personnel Manager. 


PHARMACEUTICAL HOUSE of repute with offices in the 
London area wishes to appoint a person to be solely responsible 
for the purchasing of raw materials. Only candidates with experience W 
and proved ability in purchasing chemicals will be considered, 
Salary is commensurate with high responsibility involved. The 
company’s present employees have been notifled of this vacancy.— 
Box 468. 


and stating salary 


A REES JEFFREYS Studentship in Transport will be offered bY 
4,4 the London School of Economics and Political Science (Deiver® “4 
of London) for award in October, 1950. The value of the Students"! 
is £200, tenable for one year. ig 

The Studentship is not confined to University graduates, bat a! 
open to any person who has been engaged in the administration E 
transport, including road transport, or in the production of transpe 


equipment or facilities, 


— Application forms, which must be returned by August 31, 1958, 
may be obtained from the Registrar, London School of Economics 
and Political Science, Houghton Street, Aldwych, W.C.2. 


ANTED Qualified Accountant Secretary; salary four figure : 
| suitable. Only personnel with highest references need apy. 
Write Box LY.H., c/o 9, Bishopsgate, E.C.2. 


~ FOR SALE.—Economist, Mar., 1919-Mar., 1960, Offers.—-Box *! 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended July 22, 1950, total 
ordinary revenue was £48,524,000 against 
ordinary expenditure of £49,641,000 and issues 
io sinking funds £40,000. Thus, including 
sinking fund allocations of £3,698,000, the surplus 
accrued since April Ist is £39,393,000 compared 
with a deficit of £11,533,000 for the corres- 
ponding period a year ago. 


ORDINARY AND SELF-BALANGING REVENUE 
AND EXPENDITURE 
eceipts into the 
Exchequer 
(¢ thousand) 









Esti- [April 1,jApril 1 : 
Revenue mate, | 1949 | 1950 | Week | Week 
{1950-5 to to 


July 
23, 


July 
22, 







"23, 22, 










































£000 | 1949 1950 
RDINARY { 
REVENUE ‘ 
Income Tax...... inl 243,382) 236,315) 18,878: 15,785 
Sup-0OS os reen 120, 26,000; 26,1 800 300 
Estate, etc., Duties 195, 56,800) 60,0 5,400; 2,600 
SHS, was + ¥en 15,700, 15,41 700 1,000 
Profits Tax 65,160) 7 5,100; 3,400 
BPs iiss 17,000) - 100 300 
Other Inland Rev. | 70) oss ete 
SpecialContributn. 10,200: 500! 100 
Total Inland Rev. 2028000, 434,312) 399,720) 29,478 24,085 
CustOal. <civcnes 870,650, 243,209 264,509 9,295 15,231 
Becltt...ciecewwus 713,150, 178,600) 186,000) 11,800 8,500 
Total Customs and 
Bucise 608s ved 1583800, 421,809 450,504 21,095| 23,751 

Motor Duties.....| 56,000, 6,484 6,75 j 141 
Surplus War Stores 35,000, 27,901 10,44 ed 
surplus Receipts 

from Trading...| 85, 4,045 25,97 as 

P.O (Net Receipts) | eee ose site eee 
Wireless Licences.| 13,0 2,240 2,4 ge 
Sundry Receipts. . | a0 
Miseell. Receipts 5,913) 5,17 543 544 

(in.Crown Lands) 70,000, 18,889 19,78: 26 23 


Total Ord. Rev... 3897800) 921,592) 920,81 


51,142 48,524 

Se_r-BALANCING 

Post Office....... | 172,15 

Income Tax on} 
E.P.T. Refunds. 


45,000 48,90@ 5,250 4,000 


6,700, 2,601 2,884 273 55 


. 4075650. 969,193. 972, 5961 54,665 52,559 


ssues out of the Exchequer 
to meet payments 
(4 thousand) 





LS ee 















Esti- Wpril 1,/April 1 
Expenditure |,mate, | 1949 | 1950 | Week | Week 
1950-5 ee oe ended | ended 
July | July | July | July 
a | em fa | 
1949 | 1950 | 1949 | 1950 















ORDINARY 
EXPENDITURE 
Int. and Man. of 
Nat. Debt..... 
Payments to N.} 
OMNG . én 44 ces 
Other Cons. Fund 
SETVIOGS cco ces 


1,225 1,530 
8,974 
4,931 


136,309 132,362! 1,225 1,541 
793,113 745,358 33,401 48,100 
929,422 877,720) 34,626 49,641 
3,704 , | 40 


ll 




















Sete cs second 537, 


Total Ord. Expd. . !345506 
Sinking Funds... . sue 








Total (excl. Self- 


Bal. Expd.).... 3455069 933,126, 881,418 35,386 49,681 















Se_r-BaLancine 
Post Office....... 172,150) 45,000 48,900, 3,250, 4,000 
Income Tax on! } | 
E.P.T. Refunds.| 5,700) 2,601, 2,885 273 35 
lotediesenlheghachachges 





Tote)... ye ee 3632919, 980,727 933 203 38,909 53,716 

After increasing Exchequer balances by £248,984 to 
£2,950,361, the other operations for the week increased 
the gross National Debt y £12,778,573 to £26,203 million. 


NET RECEIPTS (£ thousand) 
Nil 


NET ISSUES . 
Post Office and ES (£ thousand) 


_ Telegraph (Money) Act, 1948.... 450 
MPS, MOE ioc csancin soc ceikcechkecsos 44 
Local Authorities Loans Act, 1945, s. 3(1)...... 3,300 
Gnematograph Film Production (Special Loans 
Aah, NN Os WE ao ee ius vee ee oe cane 200 
— (Centralized Buying) Act, 1947, s. 21(1).. 3,000 
'scellaneous Financial Provisions Act, 1946 :— 
Sec. 2(1) War Damage: ne 8 of Feats... weeny dan 
ar Dam mission 
Finance Acts, 1946 and 1947, Datues Credits.... a8 





11,372 


CHANGES IN DEBT (f£ thousand) 


24°, Funding Loan, 


1956-61 


| RECEIPTS 
' 
| 


Tax Reserve Certs. . 
and 
Advances ... 


Ways 


aH ehivk ss 50 


1,871 | 
Means j 
... 10,300 


Treas. Dep. Receipts 13,500 






: Ways and 
Treasury 
Bills Means 
Date Advances 
os 
| 
Tendes lar Public . 






April 29} 2930-0] 1917-9] 436-3]... 
May 6] 2960-0] 1872-9] 420-0] 4-8 
. 13] 3000-0] 1865-4] 416-2]... 
” 20] 4020-0} 1839-4] 437-9]... 
27) 3050-0! 1812-0] 439-1] 4-0 
June 3] 5070-0; 1838-2] 431-2]... 
10] 3080-0 1765-2] 413-2] =. 
” 37] 3090-0 1784-8] 411-9] 2-0 
” 2413100-0 1769-7] 421-4} 4-0 
aoe 4856-9 404-2 | 12-5 
July 8}5120-0 2034-9} 387-4 
15] 3120-0| 2046-9] 380-9 5+ 
* 9243130-0 2025-9] 396-2 














Date oi 
Tender 





July 7 
» 14 


2210- 





25,721 





PAYMENTS 
Treasury Bills 


Nat. Savings Certs, - 


23% Def. Bonds.... 


3%, Def. Bonds.... 
Other Debt :-— 
Internal... 


External ....... 


FLOATING DEBT 


(4 million) 





0) 2281- 


Dept: 


TREASURY BILLS 


; 
(f million; 


Amount 


shed 
)itered oe © Allotted 







Average 
Rate 

tf Allot 

ment 
0 


° 


170-0 | 299*5 | 170-0] 10 5-39 
230-0 | 306-4 | 230-0] 10 2-82 
240-0 | 337+] | 240-0 | 10 2-84 
250-0 | 337-6 | 250-0 10 4-30 
240-0 | 313-0 | 240-0] 10 3-03 
250-0 | 312-5 | 250-0} 10 3-13 
240-0 | 293° 5 240-0 10 3-47 
240-0 | 343-5 | 240-0} 10 2-64 
240-0 | 317-8 | 240-0] 10 3-08 
240-0 | 299-6 | 240-0] 10 3-33 
240-0 | 315-4 240-0} 10 3-06 
240-0 | 302-4 | 240-0] 10 3-2 
240-0 506:4 240-0] 10 4-19 
240-0 | 327-1 | 240-0} 10 2-90 
240-0 | 335-4 | 240-01 10 2-78 


. 11,015 
1,300 

125 
« 4 


. 23 











Tota! 
Float- 
ing 
Debt 





6088-6 


5739-2 








er 
Cent 


Allotted 


9 

On July 21st applications for 91 day bills to be paid 
from July 24th to July 29th were accepted dated Monday 
to Saturday as to about 60 per cent of the amount applied 
for at £99 17s. 5d., and applications at higher prices were 


accepted in full. 


Treasury Bills to a maximum of £240 


million are being offered for July 28th. For the week 


ending July 29th the banks will be asked for Treasury 


deposits to a maximum of £25 million at 182 days. 












Net Savings ....ccceces- 
Defence Bonds :— 
Receipts. ......¢ coseces 
Repayments .......- eens 
Net Savings ......... es 
| P.O. and Trustee Savings 
Banks :-—~ 
Reoedpts. .vcccccsccccese 


Repayments ....-+.++--> 
Net Savings ......0ee0+- 


| Total Net 


Interest on certificates repaid 
Interest accrued ..........+ 
Change in total remaining 

invested 


Repayments .... 


NATIONAL 


SAVINGS 


({£ thousand) 














Saige... . icine 


Week Ended 


July 16, | July 15,]. 
1949 | 1950 








1,800 | 
2,300 | 


1,600 
2,800 


500 \Dr1,200 











12,059 | 
16,275 


4,216 | 


" 


12,927 
15,784 


— 2,954 |— 2,900 














189,820 
201,586 








BANK OF ENGLAND 
RETURNS 


JULY 26, 1950 
ISSUE DEPARTMENT 











é £ 
Notes Issued:- | Govt. Debt... 11,015,100 
InCirculation 1319,730,328 Other Govt. 
In Bankg. De- Securities ... 1338,298,702 
partment .. 30,626,495 | Other Secs... . 675,250 
| Coin (other 
| than gold)... 10,948 
|} Amt. of Fid.——- 
Bess: 1350,000,000 
| Gold Coin and 
Bullion (at 
248s, Od. per 
| oz. fine)..... 356,823 
1350,356,823 | 1350,356,823 
BANKING DEPARTMENT 
f { f 
Capital... css 14,553,000; Govt. Sees.... 572,716,441 
OURS ones . 3,742,904 | Other Secs. :- 44,419,508 
Public Deps.:- 251,563,723! Discounts and 
Public Accts.* 14,506,537\ Advances... 17,964,130 
H.M. Treas. | Securities.... 26,455,378 
Special Acct. 287,067,186) 
Other Deps.:- 384,713,416! 
Bankers..... 286,846,092| Notes..... eos 30,626,495 
Other Accts... 97,867,324| Coin....... és 6,810,599 
654,573,043) 654,573,043 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 


(£ million) 









1950 


July july | July 
12; 19 26 






pl. : 
Notes in circulation 


at aa . *41319-7 
Notes in banking depart- 
SG. canensdkieonce 41:9 38-9 30-6 
Government debt and 
SOO. oo civcecnas 1349-3. 1349-3,1349-3 
Other securities......... 0-7 0-7 0-7 
COURS ccc k oukeeeaceress 0-4 0:4 0-4 
Valued ai s. per fine oz... 248/0 248/0 248/0 


Banking Dept. — 
Deposits :—~ 





Public Accounts ........ 18-6 12-0 14-5 
Treasury Special Account 228-7) 228-7) 237-1 
PUNE Ss ovteeeuueees 282:9 300-1 286-8 
GUase ccdtcadebsaces 96-2 95-2 97-9 
Total..... eovccecesces 626°5 636-0! 636-3 
Securities :-— 
Government..cccsecess: 553-4 568-7 572-7 
Discounts, etc.... 18-2, 15-1 18-0 
Oe 6.55 eecvecaccese 24-5: 25-0: 26-5 
SOUR ks das seectebeves 596-1) 608-7) 617-2 
Banking dept. res....000.: 48-5) 45-6) 37-4 
o/ o/ o/ 
/O /O fe 
IN ik ecu néeuss 7:7 71, 5-8 


* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue raised from {1,300 million to £4,350 
million on June 27, 1950. 


‘“‘THE Economist”? INDEX OF WHOLESALE 


PRICES 
(1927 = 100) 
uly July | uly 
se | | (3 
1949 | 1950 _| 







SMNACE,; «ic ninceons 
MINNIE 5 6. kc Kocccceces 
Miscellaneous ....eee0+ 





Complete Index........ 





264-4 


262-4 


GOLD AND SILVER 


The Bank of England’s official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fine ounce on 
September 19, 1949, and the selling price to authorized 
dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 
cash prices during last week were as follows :-— 





SILVER 











London ‘New York, Bombay 


P 







vi 0 
~ Whi 14 ¢ 
22. 113 10 
24. 113 

t 0 
26. 3 














THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 
Ulncorporated in the Colony o, Hong Kong 
the Liabilily ot Wenrbere & tholted to on fa manner prescribed by Urdinanee No, 
of 1 of . 

CAPITAL ISSUEO AND FULLY PAID U $20,000 000 
RESERVE FUNDS STERLING - - - - - - €6,000,000 
RESERVE LIABILITY OF MEMBERS - - - - $20,000,000 
Head : HONG KONG 
Chairmas aad Chief Mamager: Honoveasie Sia Arraur Morar, O.B.E 
London Office : 9, Gracechurch Street, E.C.3. 

Londes Managers: 3 A Grav, A: M. Dowoas Wattace, H. A Maney 
BRANCHES 

CHINA (Goa. INDIA 
Bhangtia Bombay 


BURMA MALAYA Won. 
Keala Lumpu 
Calcutta Malacca Sandakan 
Coton INDO-CHINA Muar Tawau 
OHINA Taingla> Haiphong Penang PHILIPPINES 
*Amoy DJAWA (JAVA) Saigon Singapore lioilo 
*Cantoo Diakarl« JAPAN Singapore Manil 
*Cheloo Surabaja Kobe (Orchard Road SIAM 
*Pairen EUROPE Tokyo Bangkok 
*Foochow Hamburg Yokoharm:s UNITED 
*Hankow Lyoa- MALAYA 
*Harbin HONG KONG Cameron 
*Monkder Heong Konar Highlaca 
*Naaking hewlooo Ipoh 


Peking Meoaughok Johore Bahru 


NORTH 
BORNEO (Con. 

Swatow 

Tieotsia 


Sungei Patani 
Teluk Aasoc 
NORTH 
BORNEO 
Branei Tow: 
Jesellon 
Kuala Betai 
*Braoches at preseot not operating. 
BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service « Trustees and Executors @ siso undertaken by the Buak’- Trustee 


Companies in 
HONG KONG LONDON 


SINGAPORE 


REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESIER 1. 
8,000 009 


ANNUAL INCOME EXCEEDS ai 
ASSETS EXCEED £1 12,000,000 


CLAIMS PAID EXCEED €207 000,000 
( 


1949 Accounts) 








THE POLYTECHNIC, 309, REGENT STREET, W.1 
DEPARTMENT OF MANAGEMENT STUDIES 

THE DAY DEPARTMENT proyides :— 

(1) A one-year course for the Intermediate Certificate in Manage- 
ment Studies, leading to the final examinations of all the professional 
Management bo lies. 

(2) Specialised part-time courses on Joint Consultation, Foreman- 
ship, Human Relations, and Office Organisation and Methods, for 
those engaged in industry or commerce. 

Session, 1950-51, commences on Tuesday, September 19th, 

THE EVENING DEPARTMENT provides courses for :— 

(1) The Intermediate Certificate in Management Studies. 

(2) The Diploma in Management Studies, and the fina! examinations 
of the Institute of Industrial Adn.inistration, the Institution of Works 
Managers, the Institute of Personnel Management, the Office Man- 
agement Association, the Purchasing Officers’ Association. 

Session 1950-51 commences on Monday, September 25th. 

New evening students will be enrolled on September 18th, 6-8 p.m. 

Prospectuses may be obtained on application to the undersigned. 
. C. JONES, Director of Education. 


UNIVERSITY COLLEGE OF THE GOLD COAST 


Applications are invited for a Senior Lecturer or Lecturer in 
Government and a Lecturer in Phonetics. 

Salaries as follows: —Senior Lecturer £1,000 x £40- £1,350 p.a. 
(expatriation allowance £300-£405 p.a.); Lecturer £450 x £30-£1,000 
p.a. (expatriation allowance £150-£300 p.a:); point of entry being 
determined by qualifications and experience. Family allowance of 

per child per annum (maximum £150 p.a.). FS.S.U. Partly 

ished residential accommodation at rent of not more than 10 per 
cent. of salary. Free passages for members of staff and wives on 
appointment, normal retirement and annual vacation in the United 
Kingdom. E 

Applications (six copies) with the names of three referees should 
be sent to the Secretary, Inter-University Council for Higher Educa- 
tion in the Colonies, 1, Gordon Square, London, W.C.1, from whom 
further particulars may be obtained. Closing date August 15, 1950. 


UNIVERSITY COLLEGE, IBADAN 


Applications are invited for appointment as Organising Tutor on 
the staff of the Department of Extra-Mural Studies, to take up 
duties in October, 1950. 

Salary in the scale £540, rising by annual increments of £30 to 
£750 p.a., with prospects of promotion to a higher grade. Expatria- 
tion allowance for staff of non-tropical domicile is either £150, £200 
or £250 p.a., according to salary. Point of entry in salary scale 
according to qualifications and experience. Superannuation on 
¥F.S.S.U. basis. Part furnished residential accommodation at not 
more than 10 per cent. of salary, Passages paid for members of staff 
and wives on appointment and on leave, 

Applications (six copies) with the names of three referees should 
be sent to the Secretary, Inter-University Council for Higher Educa- 
tion in the Colonies, 1 Gordon Square, London, W.C.1, from whom 
further particulars may be obtained. Closing date August 18, 1950. 


—-—— 





N ARTINS (DYERS AND CLEANERS) LIMITED, of Apperley 

Bridge, Nr. Bradford, invite applications for the position of 
Personnel Officer. Commencing salary offered from £450-£600 accord- 
ing to qualifications and ability. Dpaticents must possess Diploma in 
Socia!t Studies or equivalent or higher qualification and must have 
had two years’ post-graduate experience of work in this field or 
similar.—Writ* stating age and full details of education, qualifica- 
tions and experience, to Personnel Manager. 


XPERIENCED Cost-Accountant, Statistician (44, Polish), seeks 

4 an interesting and profitable field of activity. Fifteen years’ 
experience in industry: Iron and Steel, Textile, Pulp and Paper, 
Leather and Shoe Factories. Comprehensive experience of standard 
and actual costing, modern organisation, budgetary control, statistics. 
Able to prepare confidential reports, a ee of English, German, 
French, Turkish. Sound background (B.S¢c.Econ). Preferably 


Te ee 

abroad. Suggestions, advice, offers welcome.—Box 479. OTHER NOTICES APPEAR ON PAGE 246 aia 

Printed in Great Britain by St. CLEMENTS Press, Lrp., Portugal St., Kingsway, London, W.C.2. Published weekly by Tuc Economist Newsraree, Lro. 
at 22, Ryder Street, St. James’s, London, S.W.i. U.S. Representative: R. S. Farley, 111, Senduens: bee’ Yon: S-Geurkey, faly 29, 1950. 
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Head Office: Branches throughout 
EDINBURGH SCOTLAND 
182s 


ESTO. 





LONDON OFFICES: 37, Nicholas Lane, E.C.4; and 
18/20, Regent Street, Piccadilly Circus, W.1. 


Every description of Banking Service undertaken 


B. W. BLYDENSTEIN & CO, 


Established 1858 








BANKERS 





We specialise in all financial transactions with 


The Netherlands 


54, 55 & 56, Threadneedle Street, London, £.C.2 


OUR APPOINTMENTS BUREAU WELCOMES ENQUIRIES 


from Professional Men, Directors and Higher Executives who 
have vacancies for secretaries with a University standard of train- 
ing. For interview by Employers, students are selected trom among 
those who have completed their course with the full London College 
Diploma. In accordance with our established custom, no fees are 
charged for this service. Please write or telephone to: — 


THE APPOINTMENTS DIRECTOR, 
THE LONDON COLLEGE OF SECRETARIES 
170. Queen's Gate, London, 5.W.7. KENsington 3225. 


SWINTON CONSERVATIVE COLLEGE 

A seven weeks Residential Course will commence on October 18, 
1950. The norma week-end Courses will continue to be held during 
this period. 

The syliatus wit! consist of those subjects which are necessary 
for an understanding of .urrent political questions and wil! include 
Economiss; Social, Economic and Political History; the Constitution; 
2 emg Thought: Empire Development and Problems; and World 

airs. 

In addition to lectures, including special lectures, the work will 
take the form of directed reading and individual supervision. 

Applications for enrolment and further particulars may be obtained 
from the Bursar, Swinton’ Conservative College, Masham, near Ripon, 
Yorkshire, Telephone Masham 230, 
| geet inane IN ead ey AFRICA. South African Finance, Insur- 

ance Organisation established fifty years, invites correspondence 
with Investors desirous extendin 
larly Industrial, Property, Real Estate and Financial; no Stock 
Exchange or speculative business. Advertisers are substantial 
Property owners, have extensive U.K. interests, in all respects 
undoubted. South African Director now visiting U.K. available 
interviews with view co-operation and participation. _ Absolute 


discretion assured.—Write Box N.870, Willings, 362, Gray's Inn Road, 
London, W.C.1. 5 


S national advertising ‘‘expensive'’? It should not be, however 

much one spends—£1,000 or £100,000 a year—it can be a sound 
investment in prosperity. But it must be advertising !—Consult 
Samson Clark's, 57/61, Mortimer Street, W.1. Museum 09. 


operations South Africa, particu- 


\ ARRIED WOMAN (26), honours M.A. in Economics and Mathe- 
i matics, university teaching experience, also some administration, 
seeks employment in Edinburgh froma October, 1950,—Box 467. _ 





MURRAY-WATSON 


Advertising & Marketing 
Home and Overseas 


58, BROOK STREET, LONDON, W.1. GROSVENOR 3503-9 
DUDLEY WORCESTERSHIRE DUDLEY 3162 
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